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The Coming Presidential Campaign 





HOUGH this Macazinz is in no sense partisan, as witnessed 
by its ferocious attacks on the Federal Reserve Act—a Dem- 
ocratic measure—and the National Reserve Association plan 

generally considered as a Republican offspring—yet it cannot 
fail to take notice of the extreme interest already being shown in the 
coming Presidential contest. Perhaps in no canvass since Lincoln 
and Douglas made their notable campaign in Illinois, which was 
actually a contest for the position of United States Senator, but 
exercised a powerful influence in making Mr. Lincoln the Republi- 
‘an candidate for President in 1860—has there been such intense 
interest in political affairs as is now developing. This interest at 
present is perhaps less concerned with the election than with the 
nominations. 

Following the usual custom though not the universal rule, Presi- 
dent Wilson’s renomination may be expected. It does not seem 
likely that Mr. Bryan will contest for the honor, though he might 
conclude to lead the opposition to the preparedness movement. 
Speaker Clark, who opposed the President’s policy with reference 
to the repeal of the free tolls provision in the Panama Canal Act, and 
who has taken a stand in favor of a strong naval policy, and who may 
be expected to lend support to the Administration’s military pro- 
gramme, has not announced his intention of being a candidate, and 
probably it is a fair inference that he will not oppose the President’s 
renomination. 

The practical limitation of choice by the Democratic convention 
to the one candidate, in accordance with precedent, deprives the 
contest in that party of much of the interest that would otherwise at- 
tach to it. Actually, there is nothing in sight resembling a contest; 
for, unless something new develops, President Wilson will have a 
walk-over. 

But in the Republican party the situation is quite different. The 
interest in this organization is accentuated not only by the number 











328 THE BANKERS MAGAZINE 


of prospective candidates but by the fact that in 1912 there was a 
serious breach in the party, the “‘Progressive” element withdrawing 
and polling a larger vote for its Presidential nominee than the Re- 
publican party itself. That this breach is liable to be healed seems 
now a fact generally conceded. Just as in a foreign war party dis- 
sensions are hushed, so in a political campaign where really great 
issues are at stake the factions are pretty apt to reunite. This re- 
union, in the case of the Republicans and Progressives, seems now a 
certainty, although it is not forgotten that politics has its surprises. 
But in the absence of some unforeseeable contingency, President 
Wilson is apt to face a united Republican party. 

In considering the probable nominee of the party now out of 
power, there are two names that instantly come to mind—J ustice 
Hughes and Colonel Roosevelt. As the toastmaster at a banquet 
says, “these gentlemen need no introduction to an American audi- 
ence.” Justice Hughes has been heard from but seldom since he 
left active political life for the Supreme bench, but in the compara- 
tively short time he was prominently before the public he made an 
impression not easily forgotten. Indeed, it is rather remarkable, 
with the limited time he spent in public life, and with no extraordi- 
nary achievements to his credit, that he should be the one person in 
the United States today to whom thoughtful Republicans turn as 
possessing the qualities which would command united and enthusias- 
tic support of all elements in the party. That this is an exception- 
ally fine tribute to the character of Justice Hughes goes without 
saying. 

It is, in fact, the very exalted character of Mr. Hughes that may 
eliminate him as a Presidential candidate. When he went on the 
Supreme bench he apparently made his choice between the field of 
active politics and that of dignified semi-retirement in the judicial 
position he now adorns. With all the noble scorn of his nature he 
would resent the imputation that he could ever be thought capable of 
using his judicial position to advance his political interests. Indeed, 
in refusing to allow the use of his name in 1912 he showed his fine 
sensibility and exalted patriotism in this respect. He does not wish 
to have any one think that in his case there could possibly be any 
mingling of high judicial functions and political ambition. 

The position of Justice Hughes is probably unique in American 
political history. Ask the first well-posted Republican you meet, 
and he will tell you that a whisper, a nod, or a crook of the little 
finger, indicating his willingness to run, would assure Mr. Hughes 
the nomination. But will this sign be given? To reject a practi- 
‘ally unanimous nomination for President of the United States is 
asking a great deal of any man. Possibly, if Mr. Hughes has 
definitely made up his mind not to leave the bench, he will indicate 











oad ted 





we ee 


bal 4 





THE BANKERS MAGAZINE 329 


that fact in some unmistakable manner before the meeting of the 
Republican convention at Chicago in June. That he will do this 
is the belief of those most familiar with his character and his pre- 
vious actions. Should he renounce the Presidential nomination, 
with a strong possibility of election, he would perform for his coun- 
try an inestimably patriotic service. The faith of the people in the 
absolute freedom of the United States Supreme Court from political 
ambitions and influences would be immeasurably strengthened by 
such a course; and just now, when the charge is heard—whether on 
just grounds or not—that an appointment to that court has been 
made for its political effect, such an example of lofty patriotism 
would be refreshing. The strongest admirers of Justice Hughes 
are looking to him with confidence to give this renewed evidence of 
his great devotion to the integrity of the world’s highest court. 

It ought to be said, of course, that Mr. Hughes has not done or 
said anything that could possibly be construed as an intention on his 
part to permit the use of his name as a candidate for the Presidency. 
On the contrary, he has taken very prompt and vigorous action in 
the opposite direction. 

Colonel Roosevelt, though at present holding no public office, 
has not exactly relapsed into silence and oblivion. His personal fol- 
lowing is still very large. He early perceived the necessity of pre- 
paredness on the part of this country, and was one of the first to 
arouse interest in the matter. Probably two of the greatest services 
this remarkable man has performed was in awakening the people 
from their moral lethargy during his first Presidential campaign 
and in forcing on their attention the vital nature of the prepared- 
ness campaign. He is undoubtedly one of the strongest of Re- 
publican Presidential possibilities today. 

Elihu Root, one of the ablest of American Secretaries of State, 
and who is perhaps better fitted than any living man to deal with 
the numerous and complex foreign problems sure to arise after the 
close of the war, is available Presidential material, though his age 
and the defeat of the Constitution in New York State, together 
with the frequency of the charge that he has been in other years too 
closely affiliated with corporation interests, probably render his 
nomination of doubtful wisdom. 

Senator Weeks of Massachusetts, an exceedingly able man, has 
the misfortune to come from a strong Republican section and his 
previous identification with banking and financial interests, though 
highly honorable, would perhaps militate against his availability. 

Ex-Senator Burton of Ohio has had long experience in the 
House and Senate, is an economist of reputation, has rendered the 
country distinguished and faithful service, and comes from a state 
that has furnished much good Presidential timber. 
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Senator Cummins of Iowa, Senator Borah of Idaho, and ex- 
Governor Hadley of Missouri, are among those mentioned, and any 
one of these gentlemen would, if nominated, make a strong race. 

Senator Sherman of Illinois already has his own state pledged 
to his candidacy with considerable support from other states. He 
is earnest, honest and aggressive—a man of the plain, simple type, 
and of wide experience in public affairs. 

Possibly the nominee may be someone as yet unhez 
dark horse—as has been the case in other contests. The country is 
facing great economic problems, and if a man of the McKinley 
type should suddenly loom into view, he might prove a dangerous 
competitor of the other aspirants. 

As stated at the outset, and for the reasons given, more atten- 
tion has been paid to the Republican possibilities than to the Dem- 
ocratic certainty. There seems little doubt that President Wilson 
will be renominated, and therefore the interest in the Democratic 
convention at St. Louis, so far as relates to the candidate, is per- 
functory—because it lacks the charming element of uncertainty. 
On the other hand, there is plenty of chance and picturesqueness in 
the Chicago convention. Will the Republicans and Progressives 
bury the hatchet? Will Hughes decline? Will Roosevelt sweep 
the convention by storm? Or will it be Burton, Weeks, Borah, 
Hadley, Sherman? Or somebody whom no one has yet thought of? 
These are some of the interesting possibilities. 

As to the result of the election, once the nominations are made, 
who can say? What will be the leading issues? The eternal tariff, 
the Merchant Marine, the Panama Canal tolls matter, the Fed- 
eral Reserve Act, the Administration’s foreign policy, the Philip- 
pines, or something not yet prominent in public discussion? An 
endeavor to weigh each of these problems would almost certainly 
result in a partisan bias foreign to the purpose of this article and 
the character of this Macazinre. But an interesting and exciting 
campaign is ahead. May there be the most votes in the ballot boxes 
in November for the best man, and may the people of America, 
after the event is over, work together with fresh energy and deter- 
mination for the welfare and honor of the country. 
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ERRONEOUS IDEAS ABOUT FOREIGN TRADE 





RADE wars are already being freely predicted to follow the 
close of the great armed conflict now going on in Europe, 
and arrangements looking to the crippling of the trade of 

this or that belligerent have even been discussed in high govern- 
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ment circles. Here in the United States many people believe that 
since the warring nations will largely exhaust themselves for the 
time being in the struggle for military supremacy, this offers an 
especially fine opportunity for us permanently to wrest from them 
their foreign trade. While here and there some temporary advan- 
tage may result to American trade from the European conflict, it 
is doubtful if this gain will be permanent, and in the long run it may 
turn out a loss. This view was well expressed in a recent address of 
Hon. George E. Roberts, former Director of the Mint, and now 
assistant to the president of the National City Bank, New York. 
He said: 

“Tt is not pleasant to discuss the calamities of others as the source 
of gains to ourselves, and that is not the light in which I would 
present the subject. I doubt if in the long run there are any gains, 
and we will have to manage ourselves extremely well if you do not 
suffer loss. One of the common complaints against the labor organ- 
izations is that they endeavor to restrict production, acting upon the 
theory that there is only a limited amount of work to be done, and 
that it is good policy for them to make it go as far and pay as much 
in wages as possible. It is a mistaken view, and it seems to me that 
the idea that we will do better in foreign trade with Great Britain 
and Germany out of it is based upon the same error. It assumes 
that the amount of work to be done in the world is fixed and limited, 
whereas the truth is that there is no limit upon the amount of work 
that may be done, or the amount of wealth that may be created from 
the resources of nature, and all the world is interested in abundance. 
The purchasing power of every people is in its own powers of pro- 
duction, and the greater the production of every country the greater 
the total volume of trade will be, the more every country will have 
for consumption, and the higher the standard of living will be. 

” * + * . * * 


“We must recognize that after the war is over all the peoples 
now engaged in it will be factors in world affairs as before. If 
they are forced out of one market, they will appear in another; or 
if they are compelled to sell less they will be obliged to buy less, and 
all of them have been very good customers of ours. If Germany; 
for example, is not able to sell abroad she will be lost as a market to 
other countries. 

“If all of the warring countries should exterminate each other, 
we would be relieved of a lot of competitors and lose the same eco- 
homie quantity in customers.” 

Careful observers have not been lacking who have declared the 
present war to be a trade war, based upon the mistaken assumption 
to which Mr. Roberts refers. However this may be, the notion seems 
widely prevalent that the trade of particular countries or territories 
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is a prize which some one nation can win only by shutting all other 
nations out. 'This view would seem to regard the prizes as very few. 
In other words, that the world is a comparatively small place with 
only a little trade to be had anyway, and that some one nation can 
get its share in no other way except by forbidding other nations to 
enter this restricted area 

Really the chief problem in international trading is to multiply 
the purchasing power, to elevate the standard of living, and this end 
comes about not by diminishing the number of buyers or of sellers 
but by increasing both. Preceding an increased demand for com- 
modities must come a gradually increasing demand for a higher 
standard of life, and this is fostered by multiplying competitors. 
There must be also added means for supplying this enlarged de- 
mand; that is, greater actual buying power, which presupposes an 
abundance of things to be sold and an abundance of things to be 
bought, with a tendency toward reasonableness in price as growing 
production and improved methods of manufacture and means of 
distribution warrant. 

If current reports are correct one of the latest nations to apply 
the restrictive policy is Japan in her dealings with China. These 
reports charge Japan with seizing for herself preferential trading 
privileges with China, and with the intention of excluding or at least 
narrowly limiting the other nations in their dealings with that coun- 
try. Should Japan really pursue this policy it would merely be an 
imitation of the methods long employed by western nations in estab- 
lishing “‘spheres of influence” in the Orient. 

But probably the policy is a short-sighted one. Will not the 
desire and the ability of the Chinese to purchase more goods be aided 
by a free competition of all the trading nations, and would not 
Japan derive greater benefit in the long run by this competition? 
As other nations sell to China, the latter must in turn sell to them, 
deriving profit from the transaction, increasing the production of 
the Chinese people and thus making it possible for them to buy 
more from other countries, Japan included. 

It may even be questioned whether tariff duties that go beyond 
the substantial equalization of conditions of manufacture and sale 
are of any benefit to a nation. Skill, industry, raw materials, cheap 
and abundant capital, are the things that count in international 
trade. The nation possessing these factors together with adaptabil- 
ity to the needs of outside markets need not seek to set up for itself 
any special privileges which tend to slothfulness and decay—a 
source of weakness rather than of strength. 

No; the real desideratum in foreign trade is not to kill off as 
many of the inhabitants of other nations as possible, nor even to de- 
stroy those nations completely as dangerous rivals. It is rather for 
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each country to energize and correlate its forces of production and 
exchange so as to insure the greatest possible output and distribu- 
tion; to advance the welfare of its own people so that they may be 
large buyers as well as-sellers in the world’s marts, and to under- 
stand beyond all else that whatever contributes to the impoverish- 
ment of the peoples of other lands by so much lessens their ability 
to buy the goods which manufacturing and trading nations have to 
sell. Almost unnumbered millions, many of them living in the 
wealthy and progressive countries, are yet inadequately housed, 
clothed and fed. To remedy this condition and in so doing find 
profit for all is a task to w hich the nations of the world may address 
themselves afresh when the calamitous shadow now hanging over 
the world shall have disappeared. 





{XICO’S DIFFICULTY IN OBTAINING LOANS 





OR the economic rehabilitation of Mexico much outside capital 
will be required both immediately in the shape of cash and 
over long periods in the shape in which capital is commonly 

exported. At present the outlook for the investment of capital in 
that country in either form is not promising. To begin with, the 
new government—if such it may be styled—is hardly well enough 
entrenched in power to give adequate assurance of stability of con- 
ditions for any length of time. Under existing circumstances, the 
United States is practically the only country from which a loan 
could be obtained. While the means for making Mexican loans 
here are abundant, the disposition is absent. And this is not merely 
due to the unsettled state of affairs in Mexico, but rather to the con- 
Viction developed out of recent experiences that the American Gov- 
ernment is lukewarm, to say the least, in extending protection to 
capital heretofore invested in that country. A new and more vig- 
orous policy will have to be followed before Americans can be per- 
suaded to put much money into Mexico. 

On both sides this unfortunate situation is regrettable. Mexico 
's sadly in need of outside help. The currency is deranged, railways, 
industrial and mercantile interests, as well as agriculture, are all 
languishing after the long and bitter contention between the various 
actions; and, to crown all, the unhappy land is being devastated 
by famine and plague. Whatever the faults of the Diaz regime, 
under it the masses of the people appeared contented and happy; 
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that they were pining away in hopeless misery because denied liberty 
and the right to acquire land, as the different leaders of the Mexican 
factions have asserted and some Americans have professed to be- 
lieve, no one could for a moment imagine who has seen the Mexican 
people as they are. 

Outside military props for any government that may be set up 
in Mexico are evidently not wanted; and yet it is difficult to see any 
other remedy for the existing chaos. People in this country differ 
about our policy toward Mexico, but there is not much doubt that as 
a result of the successive revolutions American interests have greatly 
suffered. Has our course been of benefit to Mexico? It does not 
seem so, although an intelligent answer to the question can not be 
given unless we are sure how a different policy would have worked 
out. The recognition of Huerta, intervention and occupation, abso- 
lute non-interference—which one of these policies would have been 
better than that we have pursued? The Mexican situation is one 
filled with difficulties which even yet, after the long struggle, are 
probably not ended. 





FOREIGN TRADE OF THE UNITED STATES 





OMPLETE figures regarding the total of the imports and 
exports of the United States for the calendar year 1915 reveal 
some very interesting information regarding our foreign 

trade; and while the phenomenal exports are attracting the greatest 
share of attention, the fact that imports during the year were about 
at the normal level is hardly less remarkable and interesting under 
the circumstances. In the absence of details showing the character 
of the imports and exports and the countries to which commodities 
have gone and from which they have been received, it is not possible 
to make a full analysis of the year’s foreign trade. We know, how- 
ever, that the exports for 1915—valued at $3,550,961,249—and the 
excess of exports over imports—$1,763,532,900—are very much 
greater than in any single previous year. It will prove interesting 
to make a comparison for recent years: 


Imports. Exports. Excess Exports. 
ee $1.562,904,151 $1.866,258,904 $303,354,753 
| ee 1,532,931,861 2,092,373,141 559,441,280 
ae 1.818,073,055 2,399.217,993 581,144,938 
_. aaere 1,792,596,480 2,484.018,292 691,421,812 
S984 ..060. 1.789,276,001 2,113,624,050 324,848,049 
ae 1,787,428,349 3.550,961,249 1,763,532,900 


Although we gained tremendously in our export trade in 1915, 
imports have not varied materially in the last three years. In 1915 
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we imported net some $420,000,000 of gold, but in the two preceding 
years our net exports totaled over $193,000,000. Considering the 
new obligations we have undertaken in the way of domestic and 
foreign financing, the inflationary effects of the recent gold imports 
have probably been unduly emphasized. 

Controversy over tariff legislation will no doubt be revived in 
consequence of the statistics of the foreign trade of the last two 
years. The theory of the new tariff law was that it was a tariff for 
revenue, but not for a deficit. Supposedly the failure of the tariff 
to produce sufficient revenue was because of the falling off in the im- 
portation of goods on account of the war. But we now see that 
there has been no falling off of any consequence. So that the ex- 
planation for the special so-called “war” taxes must be sought else- 
where. Doubtless the lack of revenue has been more largely due to 
an increase in the non-dutiable exports than to a falling off in the 
export totals. 

People differ about a protective tariff, as they do about many 
other things. But people are substantially agreed that the less 
obtrusive a tax is the more complacently will it be borne by those 
who have to pay it. And if the tariff be regarded as a tax, probably 
it is a less annoying one than the direct imposts laid since the duties 
were lowered. 

The campaign of 1916 promises to be rather heavy and gloomy, 
but an element of amusement will be injected into it by the explan- 
ations put forward to show why, with imports substantially as they 
were before hostilities in Europe began, the people of the United 
States have been compelled to pay a “war” tax. 





NATIONAL BANK OBJECTS TO REQUIREMENTS OF 
COMPTROLLER AND FEDERAL RESERVE BOARD 





ERY strong objections to certain requirements of the Comp- 
troller of the Currency and the Federal Reserve Board are 
made in a letter sent out a short time ago to bankers of Group 

3 of the Federal Reserve System by McLane Tilton, Jr., president 
of the First National Bank of Pell City, Ala., and secretary and 
treasurer of the Alabama Bankers Association. What he has to say 
is of such general interest that his letters are reproduced below: 


‘'o Group 8 Bankers: 
“T ask your immediate and careful consideration of the follow- 
ing letter. 
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oughly agree with the facts and conclusions stated. If so, I will be 
obliged if they will write me at once. If a sufficient number respond 
I will call a meeting for Chicago at an early date. 

“Unless I am badly mistaken, and alone in my views, the time 
has come when we must present an organized front and fight vigor- 
ously in our own welfare. 

“In the Comptroller’s office and on the Federal Reserve Board 
there is no man familiar with our conditions and willing to stand for 
our interests. ‘The American Bankers Association is not likely to do 
anything. State associations can do little. The Lord helps those 
who help themselves. 

“With proper effort I am sure our just rights will be recognized. 
If we remain silent, relief cannot be expected.” 

lollowing is the letter addressed by Mr. Tilton to the Comp- 
troller: 

“Pell City, Ala., Jan. 8, 1916. 
“The Comptroller of the Currency: 
“Dear Sir: 
“Two years ago I stated to a meeting of country bankers at 
Boston that their welfare was being disregarded in the preparation 
of the Federal Reserve Act. I also expressed the fear that in its 
administration a like tendency would be manifested. 

“Since then this fear has become a fact to the point that a very 
serious apprehension exists in the minds of country bankers that 
they are to be driven out of the Federal Reserve System. 

“If this is coming about by design, a protest should be made; if 
by a lack of information as to conditions that confront us, it is time 
that some country banker spoke up frankly. 

“In what follows it is my purpose to advise you as to facts faced 
by more than one-third of ali national banks. This letter will be 
published in the financial press and if the response from country 
bankers is sufficient to warrant it, I will call a meeting of Group 3 
banks to go on record in a manner that cannot be misunderstood. 

“Your intention to force country banks to charge an interest 
rate less than the risk demands will, on the one hand, result in many 
operating at a loss. On the other hand, it will deny to thousands of 
borrowers the right to obtain money at a rate agreeable to them- 
selves, forcing them to pay a higher than bank rate to private 
lenders, or a still more exorbitant sum if merchandise credit is ob- 
tained from stores. Your purpose, therefore, is in effect a hardship 
both upon banks and customers which neither can afford. 

“The apparent intention of the Federal Reserve Board to force 
us to clear at par through the Federal Reserve Banks will likewise 
deny to Group 8 banks a source of revenue that, with many of them, 


“TI am led to believe that many Group 2 and 8 banks will thor- 
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constitutes a large part of their net earnings. The result of this op- 
eration, in the majority of instances, will merely increase the profits 
of Group 1 banks in the collection centers, which pay this toll now 
and whose earnings are satisfactory over and above this item of ex- 
pense. 

“Tf the law permits these things, it should be speedily amended. 
If the law does not permit them, they should not be done. If done, 
lawfully or unlawfully, it is the equivalent of driving hundreds of 
banks out of the system. 

“Our directors, upon the receipt of the new forms of report of 
condition, directed me to respectfully advise you that we were unable 
to give the data asked for in Subdivision 30. We cannot do it within 
the five days allowed by law, and we cannot do it at all without 
engaging an additional bookkeeper, an item of expense the bank 
cannot afford. 

“Since you took office, these forms have steadily increased in 
the volume and intricacy of data asked for. Very little of it has 
anything to do with the ‘solvency, successful or lawful operation of 
banks. This data is as useless as it is difficult to obtain with the 
accuracy insisted upon. 'To keep up with such data, day by day, 
is an utter impossibility. To compile it in five days after notice of 
call is scarcely less so. 

“Country banks have no army of expert employees, ready to be 
summoned by a push button. Three officers or employees is the 
rule. More have two only, than four. In the majority of cases 
they are underpaid and overworked by the daily routine. The size 
of salaries paid precludes the engaging of experts on the books. 
We are country banks. Our officers and employees are country men 
and boys with such experience and ability as is common in the 
country. They cannot toe the line necessary and proper for large 
city banks. They ought not to be expected to do so. 

“T ask you to picture the situation that presents itself to one of 
these banks upon receipt of your call. Everybody is busy, many 
are working far into the night. Each day unlooked for duties, sim- 
ple courtesies to customers, demand attention. In these circum- 
stances your call comes and in it a subdivision that requires some- 
body (in my own case) to make 3,000 separate interest calculations 
on notes made during the past year. Most of these are for odd 
amounts and for odd maturities: each calculation requires that the 
journal be compared with the discount register to see if a new paper, 
or a renewal in full or part. And yet every reasonable purpose 
intended by this subdivision can be attained, w ith sufficient accuracy, 
by the examiner in a few minutes resume of the discount register, 
or by a general question directed to the bank. 

“In all respect I say, because I feel, that such unnecessary and 
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inquisitorial methods are a hardship upon us almost to the point of 
being a humiliation. I feel they are contrary to the spirit of free 
institutions. I know they are impossible for country banks to com- 
ply with. 

“The records of your office show that I have been active in the 
matter of proper supervision of banks. The records of the Super- 
intendent of Banks for Alabama show the same thing. Since our 
bank was organized we have never received a criticism from you or 
your predecessors as to our condition, nor has any bank examiner 
made complaint. I ask you to pardon this personal reference. It 
is made to assure you of our anxiety to fully comply with every 
reasonable requirement. 

“T have a great pride in the fact that we are a national bank. 
We regard the charter as an asset of value. It would be with 
extreme reluctance that we would surrender this charter. It would 
be only because you drive us to this step. What drives us will be 
found to drive hundreds of others similarly situated. 

“These Group 3 banks perform a peculiar and important func- 
tion in American business. They are the only ones that come in 
direct contact with farmers. No city bank can render to American 
farmers the facilities we extend. When we are struck down, the 
American farmer will suffer with us. 

“T indeed hope that you will give earnest consideration to the 
facts presented. McLane Tiron, Jr.” 


In this somewhat biting communication Mr. Tilton undoubtedly 
voices a feeling latent in the minds of many bankers throughout the 
country who have been waiting a long time for a spokesman. There 
are bankers who no doubt wonder where the Comptroller’s hunger 
for information is to end. Those who visit the executive offices of 
banks in these days not infrequently find the officers trying with all 
their might and main to give the Comptroller the information he 
asks for, but who find the task a very difficult one. A bank is not 
organized solely for the purpose of filling up blank forms sent out 
by over-inquisitive Government officials, and bankers have some- 
thing else to do besides trying to answer a long string of questions 
whose meaning it is hard to discern and whose purpose is of doubtful 
value. It is rare, however, that a banker is found with Mr. Tilton’s 
courage. He virtually refuses some of the information required 
and intimates that his bank will be reluctantly compelled to quit the 
national banking system unless there is a modification of the atti- 
tude of the Comptroller and of the Federal Reserve Board. One 
of his statements in the first letter above quoted will bear repetition. 
He says: 

“In the Comptroller’s office and on the Federal Reserve Board 
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there is no man familiar with our conditions and willing to stand 
for our interests.” 

Mr. Tilton should remember that the Federal Reserve Act was 
apparently drawn in accordance with the views of a well-known 
and highly-reputed foreign banker, entirely familiar with the field 
of international banking and finance, and that the conditions and 
requirements of the 25,000 or 30,000 small banks of the United 
States were possibly overlooked in the eagerness to make the new 
system conform to the scientific views of the authority referred to 
respecting international banking and finance. 

We can not exactly sympathize with Mr. Tilton in his com- 
plaints over the loss of revenue sustained by the banks of his section 
through having to clear at par through the Federal Reserve Bank. 
The profit derived from this source, if carefully studied, would prob- 
ably be found largely illusory, and as exchange charges tend to 
diminish and to disappear, the customers of banks, and consequently 
the banks themselves, will be the gainers in the long run. But that 
is not now the question. The fact is that the Federal Reserve Sys- 
tem forcibly takes away the funds of the banks and uses these funds 
in a way that many banks think unfair; and, as Mr. Tilton says, 
there is no man in the Comptroller’s office or the Federal Reserve 
Board who knows the country banks’ conditions and who is willing 
to stand for their interests. He might have added that although 
the member banks furnished all the funds for carrying on the Fed- 
eral Reserve System, they have substantially no voice in its man- 
agement, which is absolutely in the power of men appointed by the 
President of the United States, and that the member banks must 
stand helplessly by and see their own money used in a way which 
many of them believed to constitute unfair competition. 

And yet the situation is by no means hopeless. If there were 
more bankers in the United States of the courage of Mcl.ane Tilton 
the evil complained of would be speedily and radically remedied. 





EDUCATIONAL WORK OF THE MISSOURI 
BANKERS ASSOCIATION 





DUCATIONAL facilities to young bankers located outside 
the larger cities are offered without cost under a plan recently 
adopted by the Missouri Bankers Association. As these fa- 

cilities are already available to bank employees in the important 
cities, the association limits its offer to member banks located out- 
‘ide of Kansas City, St. Louis and St. Joseph. It is proposed to 
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offer to not more than two men—officers below the rank of cashier, 
and culy qualified employees—the correspondence course in banking 
and commercial law as prescribed and furnished by the American 
Institute of Banking. This offer, of course, is only made to banks 
that are members of the Missouri Bankers Association. The cost 
to each student is $10, but the Missouri Bankers Association in order 
to encourage the younger bank officers and employees to make 
themselves more efficient, will refund this amount to those who 
enroll and complete the course in one year. 

The action of the organization mentioned is most commendable, 
and it is hoped the associations of other states will imitate the good 
example set by Missouri. 

Banking practice and banking and commercial law are the mat- 
ters about which bank employees and junior officers are most di- 
rectly concerned, and are the subjects as to which they first need 
to be informed in order to do that efficient work which must pre- 
cede advance in their profession. It is manifestly proper in seek- 
ing to provide educational facilities for young bankers that these 
subjects should be the first to receive attention, for without this 
knowledge those employed in banks can not efficiently carry on the 
work to be done. 

It is a most encouraging sign that a state bankers’ association 
has taken up the matter of educating bankers in their duties, and 
it is perhaps not too much to hope that at no very distant day this 
primary curriculum may be extended to include banking economics. 
As the bankers of the country come more thoroughly to compre- 
hend the established principles on which banking and currency 
legislation should be based, they will assume lez ders ship in their re- 
spective communities and pow erfully assist in creating among the 
people sound opinion on these matters. An example of what may 
be done in this direction was afforded in the campaign of 1896 
when the bankers helped in disseminating information that caused 
the voters to reject the free silver heresy. One may with safety 
predict that whenever the younger bankers all over the country 
begin attentively to study the principles of banking, and especially 
as they have been illustrated in our own history, Government paper 
“money,” as still maintained in the Federal Reserve Act, will be 
supplanted by a genuine bank credit currency, and our whole bank- 
ing system reorganized on lines indicated by the development of 
clearing-house organizations end activities. Here is a vast work 
yet to be accomplished by the bankers associations of the United 
States. Its immediate importance to the banks of the country is 
much less apparent than the course of study proposed by the Mis- 
souri Bankers Association, nevertheless it would prove of great 
value to the banks, because it would result in legislation calculated 
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to add to their safe and efficient service to the people of the country, 
thus providing the legitimate means of extending banking use- 
fulness and of increasing banking profits. 





CURRENCY PROPOSALS OF THE HONORABLE 
“CYCLONE” DAVIS 














+ a a aa 








O those jaded intellects searching for something that will 
freshen interest in life a reading of the speech delivered in 
the House of Representatives on January 6 by the Honorable 

“Cyclone” Davis of Texas is confidently commended. It deals 
chiefly with the real or fancied wrongs inflicted upon the laboring 
people—and especially the farmers—by the capitalists and “pre- 
datory classes.” The title of this remarkable speech is “A Plea for 
Honest Treatment for the Farmer and Wage Earner; the Farmer 
Has Been the Patient Burden-Bearer All These Years—He Must 
Be Freed.” And who better qualified than the Texas Congress- 
man to undertake this heroic task? Here is his own charmingly 
original description of himself: 

“T was born in the State of South Carolina, the state that threw 
the first bombarding shell in the face of the American eagle. My 
father moved to Texas when I was four years old, and out on the 
frontier of that frontier state I grew up just to suit myself. Many, 
many nights the bosom of the earth rocked me to sleep. The broad 
canopy of a star-lit heaven covered me. The lowing herds, the 
twittering birds, the howling wolves and the hooting owls were 
many times the only music of my civilization.” 

Truly a product of the soil and the fittest representative of the 
great producing classes. Having thus indisputably established his 
qualifications to free the farmer, we come to his currency proposals: 

“Why should the farmer not have the funds as cheap as the 
commercial banks? I want some honest man to tell me that the 
farmer should be outlawed and driven from the mint, and then have 
the mint grind, out millions, yea, billions, for the commercial and 
creditor class, and force Mr. Farmer to go there for it, thus making 
him their legal peon. 

“We should divide our currency system into three parts, one- 
third as now through the reserve banks, on the commercial assets 
of the country; one-third to the states, counties and cities on their 
bonds for internal improvement; and one-third to the farmer on 
solvent warehouse receipts and land notes in the purchase or im- 
provement of homes. Some such measure would confer an immeas- 
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urable blessing on the American people and make our common 
country a paragon of beauty.” 

The inquiry propounded by Mr. Davis is a very natural one. 
He sees the Government printing “money” and handing it out to 
the banks at a very low rate, and the banks charging the farmer a 
considerably higher rate. He wants to know why the banks should 
be thus “favored” by the Government. He does not stop to inquire 
whether the farmer can offer as good security as the banks do, nor 
does he see that the added rate the bank charges is in part due to 
the risk they incur in making the loan. And there is a difference 
in the security. A bank can get currency from the Government 
only by pledging collateral, and having a gold reserve of at least 
forty per cent.; besides, there are other forms of security for these 
notes which really eliminate the element of risk. It is only fair to 
say that the “money” which the Government issues to the banks 
is secured absolutely. But while the banks must give absolute 
security to the Government for the currency they obtain, they can 
seldom exact absolute security either from farmers or anyone else, 
The element of risk is rarely absent from loan transactions. 

Yet it is not surprising that Mr. Davis should get his opinions 
twisted. He sees “money” being manufactured by the Govern- 
ment—why not hand it out to the farmer as well as to the banker? 
He does not trouble about security, for is not the Government be- 
hind every dollar issued? It is quite natural that he should expect 
the Government to supply the farmer’s needs for money at a low 
rate. Why any rate at all more than enough to cover the cost of 
engraving and printing the notes’ This is the logical result of 
Government intervention in supplying the country’s demands for 
currency. 

But it will be said that Mr. Davis does expect that the currency 
shall be secured, and in the three ways named in the above quota- 
tion; that is, on the commercial assets of the country, on bonds of 
states, counties and cities and by the solvent warehouse receipts of 
farmers and land notes in the purchase or improvement of homes. 
A measure like this, Mr. Davis says, would “make our common 
country a paragon of beauty.” 

The farmer, in our judgment, does produce the best security 
on earth for the country’s currency, but not of the kind Mr. Davis 
has in mind. ‘There is, in our view, no better basis for currency 
than the evidence of beef, wheat, corn, pork, etc., moving from the 
producer to the consumer; and the reason that this is superior to 
bonds, land notes or even warehouse receipts for the purpose named 
is a very simple one: there is a direct relation of the first-named 
instruments to the demand for currency, while the supply of bonds, 
land notes and warehouse receipts has no such relation; and fur- 
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thermore, the instruments arising from the movement of products 
to the consumer are in the course of daily payment, while the other 
——" are time obligations, some of them representing fixed 
capital. 

Mr. Davis and many others are honestly mistaken in believing 
that this distinction gives an undue advantage to manufacturers 
and merchants, but actually this is not so; for as pointed out the 
farmer does furnish a security for currency than which there is no 
better. But land is not that security, and whenever this experi- 
ment has been tried, as it has been repeatedly in our own and in 
other countries, it has not produced “a paragon of beauty,” but has 
resulted in disaster and ruin to all concerned. 





DEPOSIT GUARANTY IN TEXAS 





N interesting description of the experience of the State of 
Texas with a law providing for a guaranty fund for deposit- 
ors in state banks appears in another part of this issue of 

THE BANKERS MAGAZINE, contributed by Hon. John S. Patterson, 
Commissioner of Insurance and Banking of the State. In the 
opinion of the Commissioner the law has been a success, and the 
figures given would seem to sustain this view. It is shown that the 
cost of securing the non-interest-bearing and unsecured deposits 
of the state banks has been about three and one-half cents a year 
on each share of stock of the par value of $100, or about twenty-one 
cents for the six years covered by the Commissioner’s report. 

Perhaps the most striking statement is that the closing of a 
guaranty fund bank “creates no more of a panic than the closing 
of a grocery store. Frequently the depositors show absolute in- 
difference in calling for their money after they have been notified 
that the bank has been closed.” This is a very remarkable change 
from conditions that often immediately supervene in localities 
where bank depositors are not specially assured of the safety of their 
funds. 

Very likely the success of the guaranty fund plan in Texas has 
heen helped by a carefully-drawn law and wisdom in supervising 
its operations. In fact the Commissioner says that “A rigid inves- 
tigation is made before a charter is granted, for the purpose of as- 
certaining whether or not a bank is needed at that particular point 
and for the further purpose of determining whether or not the pro- 
posed organizers are suitable persons to be placed in control of a 
hanking institution.” With this preliminary scrutiny, and a watch- 
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ful eye on the doings of the banks in operation, the impairment of 
the guaranty fund is pretty well guarded against. 

‘The matter of guaranteeing or insuring bank deposits is much 
less agitated now than it was a few years ago, and perhaps many 
bankers will be surprised to learn that Texas has had such a law 
in successful operation for six years. A good many bankers, par- 
ticularly those in control of old, sound and well-established banks, 
have not regarded the guaranteeing of deposits with favor. They 
perhaps feel that the reputation for soundness which attaches to 
their own institutions has been gained as a result of long years 
of hard and careful work, and it is not pleasant to see an upstart 
bank come into the field with just as much actual prestige on the 
score of safety as they have, and without any effort on the part of 
the new bank. This feeling is accentuated by the thought that the 
upstart bank may fail, and the old-established bank be called on 
to yield up part of its earnings to make good its losses, 

Yet unquestionably there is something to be said in favor of 
making every depositor feel that his money is safe, and experience 
might prove that the advantage which all banks would gain were 
this feeling universal would far outweigh the consideration above 
stated. Certainly if there is to be joint responsibility of banks for 
deposits, there should be some system of inspection that would 
check unsound banking in its incipiency. That is one reason why 
clearing-house examination is so valuable; although it does not 
imply deposit insurance it tends in that direction by nipping bad 
banking in the bud. Probably this principle as applied in Texas 
has had much to do in making the guaranty fund a success in that 
state. 

Recently the President of the United States declared that if 
he failed to change his mind in the face of altered circumstances he 
would become a back number. Presumably bank presidents will 
be just as ready to change their minds regarding the guaranty of 
bank deposits whenever experience proves it a feasible and desirable 
thing. The working of the law in Texas is interesting and in- 
structive, though hardly conclusive. 





MR. WARBURG ON TRADE ACCEPTANCES 





N subsequent pages of this issue of THE BANKERS MAGAZINE 
I are presented the views of Mr. Paul Warburg, a member of 
the Federal Reserve Board, on trade acceptances. Because of 

his wide experience in international banking and finance Mr. War- 
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burg is in a position to speak with authority on all banking prob- 
lems relating to this particular field. Possibly, however, as a special- 
ist in this line he is disposed to lay undue emphasis on the value 
of the trade acceptance. Actually our foreign trade is insignificant 
compared with our domestic commerce, but this does not mean that 
the former is to be neglected for the latter. Both should be wisely 
fostered. As a matter of fact, however, our foreign trade will 
probably be helped most in the long run by that system of bank- 
ing which is of greatest service to our home trade. Yet the bank- 
ing facilities for carrying on foreign commerce are in need of im- 
provement, and the trade acceptance will doubtless develop into 
a serviceable instrument in that field. Mr. Warburg finds its de- 
velopment thus far to be slow, and complains that some of the 
foreign banks are blocking the way. This probably means that 
some of the banks are not content to leave this business to the 
lederal Reserve Banks, but are themselves reaching out for as 
large a share of it as they can get, which is natural seeing that they 
must make expenses and earn a dividend on their share capital. 
Here is another complaint which Mr. Warburg makes: 


“Some banks, I suspect, prefer at this time to make cash ad- 
vances rather than to grant acceptance credits, because they wish 
to employ their own funds. That, however, is short-sighted policy. 
Every effort ought to be bent at this time, both at home and all 
over the world, to introduce the use of our bankers’ acceptances.’ 

And yet it would seem quite the natural thing for a bank to 
employ its own funds, particularly at this time when these funds 
are ample, rather than to enter into fresh engagements by granting 
acceptance credits. In too much of the official propaganda of the 
Federal Reserve hierarchy crops out the suggestion that banks 
should borrow and increase their liabilities. Is it necessary in order 
to maintain the expensive Federal Reserve machinery that the bor- 
rowing habit should be promoted among the banks of the country 

It is perhaps only fair to Mr. Warburg to say that he had no 
such thought in mind. He values the trade acceptance highly as 
an instrument of our commerce, and would like to see its use de- 
veloped as rapidly as possible; but perhaps it may be just as well to 
await the normal course of growth and development without official 
and artificial stimulus. 

Commending the work of the National Credit Men’s Associa- 
tion, Mr. Warburg said: 


“You have clearly pointed out that the trade acceptance offers 
the great advantage of converting a non-negotiable book account 
into a live liquid asset, and you are doing a most valuable work of 
education when you teach the merchant or manufacturer that, under 
: present system, having sold his goods, he has to borrow on his 
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own promissory note, using his own credit, while if he adopted the 
system of trade acceptances, securing the obligation of the customer 
purchasing the goods, he would be selling an asset instead of in- 
curring a debt.” 

Which sounds too much like magic applied to finance. By a 
mere wave of the wand you transfer a debt into an asset! Give 
a thing a new name, and its character changes completely; what 
was before a promissory note—a dull, lumpish thing—becomes a 
trade acceptance and at once assumes a light and fairy form, en- 
dowed with such graces as to be a welcome visitant in every bank. 

The change has indeed made the obligation somewhat more im- 
mediately available—though it would be easy to exaggerate the ex- 
tent of this transformation—but has the essential quality been 
altered? Open account, promissory note, trade acceptance are but 
different expressions of the credits extended to buyers of goods; and 
each is, essentially, as good as the buyer himself. But there is a 
vast difference in the availability of the three forms of obligation, 
and the open account unquestionably tends toward too much lax- 
ness in the business methods of buyers, and in these two respects— 
availability and as an incentive to more systematic methods—the 
trade acceptance is of decided advantage; but too much reliance 
ought not to be placed in it, for its essential character remains 
unchanged. 

Evidently in London the accepting business is confined to for- 
eign banks especially equipped for it and to a few discount houses 
of large capital. In a paper on “Foreign Reimbursement Credits,” 
by H. E. Evitt, appearing in the January number of the London 
“Journal of the Institute of Bankers,” it is said: 


“In granting documentary acceptance credits the foreign banks 
in London were greatly in advance of their joint-stock bank com- 
petitors, and obtained a large amount of this class of business by 
reason of their willingness. They were further greatly aided by 
the fact that the joint-stock banks were quite willing to discount 
their paper while refusing to undertake the actual acceptance busi- 
ness, which yielded far more profit than the turn in the discount 
rate. * * * The English banks seem resolutely to have set 
their faces against granting uncovered acceptance credits and insist 
on the deposit of securities with a ten to twenty per cent. margin, or 
the provision of actual cash to be placed on deposit until the ma- 
turity of the acceptance.” 

The reluctance of the great London banks to enter upon this 
business, and the failure of the lure of an attractive profit to change 
their determination in this respect should make the 7,500 national 
banks, many of them with slender capital and resources, pause be- 
fore committing themselves to a policy that may prove dangerous. 
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INCOME TAX UPHELD 





N January 24 Chief Justice White read the unanimous de- 
cision of the United States Supreme Court upholding the 
constitutionality of the income tax. The importance of the 
decision is increased by the fact that Congress is seeking for sources 
of additional revenue in order to aid in carrying out the programme 
for enlarging the army and navy of the United States. A disposi- 
tion is manifest to allow those possessing large wealth to bear a con- 
considerable share of this cost. The decision helps the Treasury, 
which would have been in rather an uncomfortable position had it 
lost the revenue from this source, and with extraordinary expendi- 
tures that must be provided for. 

Probably in the future an income tax will form a permanent 
part of the country’s fiscal policy, for the public mind seems to have 
reached the conclusion that this is an effective means of making per- 
sons of wealth contribute their due share toward carrying on the 
burdens of government. In taxing citizens in moderate circum- 
stances it has been the general rule to adhere to Colbert’s maxim of 
getting as large a supply of feathers as possible without unneces- 
sary pain to the goose; but in taxing the rich this maxim has been 
set aside, and no doubt some of those responsible for the income 
tax have regarded with rare satisfaction the writhings of the rich 
as they disgorged a liberal part of their incomes for the enrichment 
of the public coffers. Mr. Bryan, for example, must take especial 
delight in observing this discomfiture of the predatory rich. 

It is said that the decision referred to opens up practically un- 
limited possibilities of employing the income tax as a yielder of 
public revenue. ‘Taxes and super taxes are to be laid, and in some 
cases even fifty per cent. of income may be required as a contribu- 
tion to governmental support. The fact is that with a continually 
increasing tendency toward widening the sphere of the Govern- 
ment’s activities, coupled with the necessity for additions to the 
army and navy, fresh means of providing revenues must be found, 
and an income tax suggests itself as offering the readiest means 
of getting the desired funds with the fewest complaints from voters, 
as the number of persons eligible to pay a large income tax is 
comparatively small. Now that the decision of the Supreme Court 
seems to establish an income tax permanently as a revenue-pro- 
ducer, it is hoped that both the law and the administration of it may 
be made as simple and as equitable as possible. 
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RIVAL STATE BANKERS ASSOCIATION PROPOSED 





EKPORTS were current recently of a proposed organization 
of a new association of bankers in the State of New York to 
include banks operating under the state law. New York al- 

ready has one bankers’ association whose membership embraces 
both state and national banks. The trust companies and savings 
banks also have separate associations of their own. In the reports 
referred to dissatisfaction with the existing organization was given 
as the reason for the proposed association. This may or may not 
be the real reason. 

kor some time—or at least since the passage of the Federal 
Reserve Act—there has been indication of some antagonism between 
the state and national banks of the State of New York—an an- 
tagonism which had hardly been noticeable before even if it had 
any existence. But in conferring trust company powers on na- 
tional banks and giving these institutions the privileges of doing 
an acceptance business, the Federal Reserve Act aroused the hos- 
tility of the state banks. The New York Legislature came to the 
rescue of the state banks by granting to them the right to accept. 
Again, the proposal to clear through the Federal Reserve Bank was 
met by one of the large trust companies of New York sending out 
notice that it would receive checks from correspondent banks at par, 
these banks to maintain a certain balance with the trust company, 
which would draw interest. This gave the state banks an advantage 
over the national institutions which get no interest on their balances 
with the Federal Reserve Bank. 

In short, the Federal Reserve Act, which.in the sonorous phrase 
of its sponsors was designed to give the United States a unified 
banking system into which all the banks of the country would rap- 
idly gravitate, has actually disturbed the harmonious relations ex- 
isting between the state and national banks and set the two classes 
of institutions by the ears. 

Cognizance of the matter has been taken by the Federal Reserve 
Board, which has issued the following statement: 

“The Board, from the beginning, has taken the attitude that it 
does not desire to interfere in any way with matters of state legis- 
lation or state organization. What the Board is trying to bring 
about is the co-operation between national and state banks on a fair 
and equitable basis and the Board regrets, therefore, that there 
should be felt in any state a disposition to create further cleavage 
between these banks such as would result from a plan for breaking 
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up the bankers’ association of such state into two separate organi- 
zations, one for the national banks and one for state banks. It 
appears to the Board that a common ground, for both groups of 
banks should be sought rather than ground for separation. 

‘““The states, as such, do not give up any of their privileges with 
respect to their banks by encouraging these banks to join the Fed- 
eral Reserve system, and the Board has gone to the limit of its 
powers in keeping intact the powers of state banks which may join 
the system. The states have the same interest as the National Goy- 
ernment in the maintenance of high banking standards. It is to be 
hoped that wise counsel will prevail, the conviction gradually assert- 
ing itself that there should be no feeling of competition between 
state and National Government which might produce a tendency 
to legislate downward as to banking standards, or create conditions 
of uncertainty rather than safety for the mere purpose of making 
one system more attractive from the profit-making standpoint than 
the other. 

‘““As stated above, the interest of both is the same; that is, to 
stand for the highest possible banking standards, and to promote 
the greatest possible degree of safety and banking efficiency. 

This must be taken as a candid statement on the part of the 
lederal Reserve Board. But does it take an accurate gauge of 
the situation? And is the Board entirely correct in assuming that 
the action on the part of the state banks referred to above may 
produce a tendency to legislate downwards as to banking standards? 

The state banking systems, or at least many of them, are older 
than the national banking system, and of equal soundness as a rule. 
They have been singularly exempt from political control or infiu- 
ence. In several of the states systems of inspection have been de- 
vised that are every bit as good and perhaps superior to that pro- 
vided by the Federal Government for the national banks. Unfortu- 
nately, the Federal Reserve Act gave to a board appointed by the 
President and largely dominated by the Secretary of the Treasury, 
and which may at any time—under this Administration or some 
other—justly lay itself open to the imputation of political favorit- 
ism, almost autocratic power over the national banks of the coun- 
try. This was done under a virtual threat of extinction for these 
hanks unless they submitted to the demands made upon them. In- 
stead of fostering the system of check collections and clearances 
vradually being developed by the clearing-house associations, and 
extending the work of clearing-house bank examinations, the Fed- 
cral Reserve Act, in the opinion of many bankers, tended to check 
these activities. State banks doing a savings bank business, operat- 
‘1 under careful restrictions as to their investments, found them- 
‘ives In competition with savings departments in national banks 
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less closely restricted; trust companies found their prerogatives sud- 
denly placed under the threat of serious encroachment. Under 
these circumstances it could hardly be expected that the spirit of 
competition between state and national banks which the Federal 
Reserve Board deplores would not arise. 

There are, of course, solid grounds for desiring a greater unifi- 
cation of the diverse banking systems of the country, and such 
unification may be looked for without compulsory legislation when- 
ever a law shall be passed that is fundamentally sound and that 
takes due regard of the welfare of the people and the banks. 





REPAREDNESS is now the subject uppermost in the pub- 
p lic mind, and THE BANKERS MAGAZINE would like to 
hear from its readers as to what should be done to make 

the preparedness movement most effective. 

What do you think we ought to do—rouse the spirit of 
American patriotism, have increased physical training in 
schools or camps, enlarge the army and navy—to do some or 
all these things; or would you leave matters as they are? 

What, if anything, ought we to do for better economic 
preparedness? 


A concise expression of your views for publication will 


be appreciated. THE EDITOR. 











I BELIEVE there never was given to a people 
such opportunities as exist for the United 
States to-day. What we make of these oppor- 


tunities lies in no hands but our own. 
Frank A. Vanderlip 








Lending by the Billion 





By E. M. PATTERSON, Assistant Professor of Economics, 
University of Pennsylvania, Philadelphia 





HIS is not a prophecy. Predic- 

tion in economic and financial 

matters is always difficult and at 
the present time especially so. Changes 
that have occurred in the last eighteen 
months are so great that anything like 
an accurate forecast is at present im- 
possible. 

An analysis of some of the problems 
confronting us is, however, practicable. 
Moreover, it is important. Decisions 
must be made from day to day, and 
these decisions will influence for good 
or for ill our entire economic life. A 
clear comprehension of all that is in- 
volved is vital. 

Unfortunately, clarity of statement 
is hampered by our business terminol- 
egy. Stock and bond prices, bank re- 
serves, interest rates and exchange 
quotations bewilder us. Confused by 
the symbols that are seen we ignore the 
unseen but more important realities 
behind them. Understanding of the 
true issues will be aided by a state- 
ment in which these financial terms are 
so far as possible avoided. 


& 


OR many years prior to 1873 we 

imported more goods than we ex- 
ported, paying for the difference chiefly 
with gold and securities. Such a bal- 
ance was not only desirable but neces- 
sary for the development of the coun- 
try. Our abundant natural resources 
meant large supplies of raw materials 
wh‘le our lack of factories and an in- 
ability at once to erect them meant a 
scircity of the more valuable manufac- 
tured articles. Exporting what we had 


and could spare, and importing what we 
lacked but needed, we rapidly accumu- 
lated an enormous debt. Tangible evi- 
dence of this appeared in the sale to 
Europe of stocks and bonds of Ameri- 
can enterprises. Instead of immediate 
payment, foreigners were willing to 
take our promises to pay at a later date. 

Rapid development of our resources 
after the Civil War made possible a 
growth in exports. Increasing annual 
interest and dividend payments also 
made larger shipments of goods a ne- 
cessity. Numerous other factors that 
need not here be enumerated combined 
to alter our trade balance and since 
1873 we have regularly exported more 
commodities than we have imported. In 
recent years we have continued to bor- 
row by selling more stocks and bonds 
abroad, but annual expenditures of 
American tourists in Europe, remit- 
tances to foreign owners of vessels for 
carrying our goods, interest and divi- 
dend payments abroad, together with 
other items, have made necessary the 
large export balances of the last forty 
years. 

The situation in the United States 
may be compared to that of a capable 
young farmer who has developed his 
land by mortgaging it. Year by year 
he invests the borrowed money, adding 
to the productivity of his land. As the 
land rises in value he borrows still 
more, continuing the process for years, 
because it seems wiser thus to develop 
the farm rapidly to its full capacity 
than to develop it more slowly by in- 
vesting in it only his own savings. 

Just how much the United States 
owed to Europe in 1914 it is impossible 
to determine with accuracy. For our 
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purposes it is unnecessary to do more 
than to say that careful estimates 
range from $4,000,000,000 to $6,000,- 
000,000, and that we were probably 
adding a little each year to this amount. 
Suddenly we were asked to stop this 
borrowing and instead to begin lending 
on a gigantic scale. What does such 
demand mean? Still ignoring the ter- 
minology of the financier, what is really 
involved? 

This may be most clearly shown by 
referring again to the farmer of our il- 
lustration. When a farmer can borrow 
no more the further improvement of his 
farm must stop unless he can finance it 


from his own savings. With borrowed 


funds he has hired extra laborers to 
dig ditches, build fences and drain 


swamps. These efforts have made the 
land more productive. When he is un- 
able to borrow further this produc- 
tivity may be sufficiently great to enable 
him to continue the process of improve- 
ment without Ob- 
viously it may go on more slowly than 
if he could continue borrowing, yet it 
may go on. 

But if in addition the farmer is asked 
to begin paying off his heavy mortgage, 
his difficulties are increased. Suppose 
that he is informed that he must settle 
or lose the market for his goods.  In- 
stead of borrowing he must immediately 
endeavor to cancel his indebtedness. 
How can it be done? 

If the situation is sufficiently urgent, 
if enough pressure is brought to bear, 
he will of course make the attempt. He 
will work harder than ever before. 
Every acre of land that can be cared 
for will be brought under cultivation. 
He will work longer hours than former- 
ly and plan his work more carefully. 
He will plant only those crops which 
he believes can be marketed at good 
prices. He will curtail expenditures in 
every way possible. Improvements will 
be postponed indefinitely and even the 
usual outlay for maintenance may be 
neglected. He will no longer purchase 
luxuries for his own pleasure but will 
perhaps even deny himself many of his 
usual comforts. 

The United States is to-day in a 


outside assistance. 
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similar situation. For the fiscal year 
ending June 30, 1915, we had an ex- 
port balance of $1,042,000,000. For 
the calendar year 1915 this export bal- 
ance was $1,800,000,000, although our 
twelve-month balance is usually no 
more than $500,000,000 or $600.- 
000,000 and frequently is much less. 
We have exported nearly $1,500,000,- 
000 more goods than usual. For this 
extra amount Europe is unable to pay 
ky shipping other goods. All that she 
has is her mortgage on us, a part or all 
of which she is willing to have us can- 
cel, and her own new promises which 
she is willing to give us as long as we 
are willing to take them. 


& 


RESENTED in this way the es- 
sentials of the problem are clear. 
Can the United States stop borrowing 
and repay its indebtedness or begin 
lending? The farmer of our illustra- 
tion could do so only by increasing the 
production of his farm or by curtailing 
his expenditures or by both methods. 
Only in the same way can the United 
States cease to borrow and repay her 
debts or begin to lend. The farmer, 
as a single individual, is in a relatively 
simple situation. The elements of his 
problem are clear and he determines 
for himself what action he shall take. 
In the present international situation, 
however, the problem is much more com- 
plex. Our farmers and our manufac- 
turers produce goods which are in many 
cases sold abroad by an entirely dif- 
ferent group of individuals. Securities 
are bought by our bankers and brokers 
who hope in most cases that they will 
be able to pass along their excess hold- 
ings to individual investors. These dif- 
ferent groups are often acting without 
reference to each other. Exporters may 
commit themselves hastily on sales with- 
cut sufficient investigation into the 
sources of supply and bankers may pur- 
chase securities without being able to 
judge accurately the capacity of the in- 
vesting public to digest them. 
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Still another way of presenting the 
situation is to observe that European 
demands are for the products of pres- 
ent industry. The need is for wheat, 


sugar, meat, guns and explosives. We 
have no accumulated stock of these 


commodities and if we meet the demand 
we must do it through present efforts. 

Nor can 
place the burden of the war on the fu- 
ture. Food and ammunition, to be of 
service, must be furnished now. Those 
who produce them now may be willing 
to have payment delayed in whole or 
in part, but the goods must appear im- 
mediately. Future generations of Eu- 
ropeans may be the ones by whose exer- 
tions wealth will be produced for the 
final payment to us, but the toil of some 
one to-day must be relied upon to carry 
on the war. 

In any case these conditions are sure 
to produce certain results. American 
manufacturers and exporters, attracted 
by the prospect of large individual 
profits, have obligated themselves to 
furnish the needed commodities and the 
goods have been exported in an im- 
mense volume. This demand has creat- 
ed a tremendous industrial activity and 
all about us there seems to be prosper- 
ity. Our problem is evident. We are 
asked to produce in a twelve-month pe- 
riod about $1,500,000,000 more than 
usual for export. Can we do this? The 
farmer of our illustration could do it 
only by working harder and saving more 
than ever before. It can be done in no 
other way by the United States. 

What does a survey of the present 
Situation indicate? We are working 
encrgetically, even feverishly. Unem- 
pioyment has decreased and many fac- 
tories are working overtime. These ef- 
forts are resulting in an enlarged out- 
put of goods. We have made new rec- 
ords in the production of wheat, oats, 
ba ley, rye, sweet potatoes, rice and 
hay, while we have the second largest 
crop of corn and tobacco in our history. 
Records of our output of manufactured 
goods are not so easily secured, but ap- 
parently the same results are being at- 
tained in the factories as on the farms. 
Pertly through the generosity of nature 


Europe, as some believe, 
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end in part by more strenuous labor. 
we are adding to our output of goods. 
There may be considerable difficulty 
in measuring the increase in preductiv- 
ity, but we shall feel the strain 
if it is not suiticient to meet the demand. 
Temporarily this may not be noticed. 


soon 


Large quantities of goods are hurriedly 
exported. Increased employment fur- 
nishes enhanced purchasing power to 
workers who seem to be and are for the 
time more prosperous. Commodities not 
exported are sold more readily in the 
home market. The supplies that we 
have are more fully and evenly distrib- 
uted than formerly. Everybody seems 
more prosperous and good times appear 
to be at hand. 

This kind of prosperity is sure to be 
present for atime. Even though we are 
unable to meet the European demand the 
immediate result is a stimulus to busi- 
ness. Our prosperity may be real and 
permanent, but activity in our indus- 
tries is not conclusive proof. More- 
over, a mere increase in our productiv- 
ity may not be enough to meet the en- 
larged foreign demand. Large savings 
may also be needed. 


& 


F we are not succeeding in this task 

of producing and saving where 
will the evidence of our failure appear? 
An insufficient supply of commodities 
will certainly be reflected in a higher 
price level. Has this increase occurred ? 
That some goods cost more than at the 
outbreak of the war is common know!l- 
edge. Cereals, sugar, dairy products 
and gasoline have risen in price, but 
these may be exceptions and more ac- 
curate evidence is needed. The most 
setisfactory way of determining the gen- 
eral course of price movements is by the 
aid of a device called an index number. 
These numbers are carefully compiled 
and kept up-to-date and at any time 
show clearly the price trend. 

While there are many of them to 
which we might refer, one will suffice. 
On July 1, 1914, the Bradstreet index 
number was $8.64; on January 1, 1915, 
it was $9.14, and by January 1, 1916, 
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it was $10.91. From the first of these 
dates to the last the increase was over 
twenty-six per cent. 

This rise is extremely rapid for a 
period of only eighteen months. In the 
upward movement from the low point 
of July, 1904, to December, 1912, the 
total rise was only twenty-six per cent., 
or about two-tenths of one per cent. per 
month. ‘The present increase has been 
at the rate of 1.4 per cent. per month 
and for the months of October and No- 
vember, 1915, has been especially rap- 
id. Of breadstuffs rye is the only 
commodity to fall in recent weeks. 
Provisions, fruits, hides, and leather, 
textiles, metals, oils, naval stores, 
building materials, chemicals and 
drugs are all advancing. Coal and coke 
are not changing while the price of 
live stock is receding; but even this one 
case of decline is far from reassuring, 
as it is stated that the farmers deem it 
“more profitable to sell their ordinary 
animals than to feed them high-priced 
focds.”’ 

Any rise or fall in prices may be in- 
terpreted in two ways. Economists as- 
sert that a rise may be due to a diminu- 
tion in the supply of goods, or to an in- 
crease in the volume of money or credit 
employed in buying and selling the 
goods. Our importation during the last 
year of over $400,000,000 of gold and 
the great expansion in the loans and de- 
posits of our banks suggest that an in- 
creased supply of money may be the 
cause; but the use to which this larger 
amount of gold and credit has been put 
indicates that such a conclusion may 
be too hasty or at best only partially 
true. Reference will be made later to 
this method of utilizing our gold, but 
in the meantime a few suggestions may 
be made regarding the other aspect of 
the question—-a shortage of goods. 

If our rapidly rising prices are in 
part or entirely due to an insufficient 
supply of goods, the possible causes are 
two in number. One is that we have 
not increased our output enough to meet 
an increased demand from abroad. In 
spite of all our efforts, we have not 
added sufficiently to our productivity. 
The other conclusion that may be 
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drawn is that we have greatly increased 
cur domestic consumption. We have 
not saved, but, on the contrary, are 
spending more lavishly than ever. That 
this latter explanation may not be en- 
tirely wrong is suggested by many re- 
ports of business conditions. Increased 
domestic sales of automobiles and a 
record-breaking holiday trade are illus- 
trations. Further ones may be found 
by referring to almost any daily paper. 
An insufficient output or an unwilling- 
ness to save is apparent. 


& 


URTHER light on the situation is 

to be found in the problem facing 

our bankers. It is through them that 
financial transactions must be carried 
on. It is only with their assistance that 
our foreign trade is a possibility. Im- 
ports are paid for with drafts pur- 
chased from banks as the quickest and 
most natural way of securing payment 


for goods sent abroad. In normal 
times the difficulties presented are 
slight. The demand for drafts and the 


supply of drafts just about balance 
each other and the price bankers will 
pay and the price at which they will 
sell are fairly steady. Thus demand 
drafts on banks in London usually sell 
in the United States for very little 
more or less than $4.8665 per pound 
sterling, their “par” value or the equiv- 
alent of the English monetary unit in 
United States money. 

But if this equilibrium between de- 
mand and supply is upset difficulties at 
once arise. If the supply of drafts de- 
creases while the demand expands the 
price of drafts, or “foreign exchange” 
as they are called, may rise to a point 
that imposes a heavy burden on those 
who must buy drafts in order to make 
payments abroad. This is what oc- 
curred in August and September, 1914. 
On the other hand, if conditions are re- 
versed and the supply increases while 
the demand falls off, other problems are 
presented. 

This latter situation is one that has 
existed for some months. Our increas 

















ing exports already mentioned have 
meant an increase in the supply of for- 
eign exchange and our diminishing im- 
ports and a lessened amount of travel 
abroad have reduced the demand. The 
resulting fall in quotations which for 
demand sterling went at one time as 
low as $4.50, or over seven per cent. 
below par, placed a great responsi- 
bility on our banks. Continued pur- 
chase of drafts and lessened sales meant 
the accumulation at foreign banks of 
large balances in their favor. Such a 
condition could not be indefinitely main- 
tained. Just as the high price of ex- 
change in August of 1914 meant a 
profit to those exporters who had ex- 
change to sell, the present low price 
means a loss to exporters unless 
through higher prices to foreign pur- 
chasers of their goods or in other ways 
they can shift the burden. Obviously a 
point might be reached where the ex- 
port movement would be lessened or 
even stopped. Under such circum- 
stances what were the banks to do? A 
flat refusal to buy more exchange would 
have checked our exports and curtailed 
our industrial activity. Even the op- 
portunity to increase our productivity 
and repay our foreign debt would have 
been denied us. Such a decision would 
have worked serious damage. 

Imagine the farmer of our illustra- 
tion under similar circumstances. Un- 
able to continue borrowing he is further 
confronted with the possibility of be- 
ing unable to sell his goods. His cred- 
itors announce that all they can or will 
offer to him is a part or all of his can- 
celled mortgage or some of their own 
new promises. They have no stock of 
the goods he needs and no leisure or de- 
sire to manufacture any for him. Shall 
he refuse their offer, discharge his force 
of men, house his tools and machinery 
and resign himself to inactivity? Or 
shall he set to work as energetically as 
possible to raise as much produce as he 
and pay off at least a part of his 
mortgage ? 

Probably few of our bankers in 1915 
reasoned out the problem in any such 
fashion as this. The situation was very 
complex. Each banker doing an inter- 
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national business, however, faced the 
fact that he was being asked to buy 
larger and larger amounts of foreign 
exchange drawn against our exports 
and that the demand on him for the 
resale of that exchange was very slight. 
He might have refused to buy any more 
exchange, but would such a refusal have 
been wise? 

There was only one other possibility 
cpen. Since no one was willing to buy 
exchange except at a heavy discount 
and since it seemed dangerous to check 
our exports, the alternative was to con- 
vert our large foreign balance in some 
other way. This was done and the con- 
version has taken three forms. One is 
the importation of gold; the second is 
the repurchase of large amounts of our 
stocks and bonds that have been held 
abroad, and the third is the purchase of 
newly-issued foreign securities. 

From January 1 to December 24, 
1915, we imported over $427,000,000 
more gold than we exported and the 
movement still continues. Such a move- 
ment is phenomenal. We are a gold- 
producing country and ordinarily ex- 
port rather than import the precious 
metal. Since the Civil War our year of 
largest net importations was 1898 and 
the amount was only $141,968,000. 

To the amount, then, of over $427,- 
000,000 our foreign credits were can- 
celled with gold. In the minds of many 
this movement of the yellow metal seems 
fortunate. In fact it may prove our 
undoing. There are just two uses to 
which such a supply of gold may be put 
—industrial and monetary. This influx 
of metal is not being drawn into the 
arts but is being utilized as money. 

One of the most difficult things for 
most of us to remember is that there is 
no necessary advantage in an increased 
importation of gold. At a given time 
and with a given level of prices only a 
certain amount of money is needed to 
perform the necessary business of the 
country and an increase may be a han- 
dicap rather than a help. If these 
large importations of gold are welcome 
at all it will be for monetary and bank- 
ing uses and the demand for these uses 
is limited. 
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That w 
able amounts of this gold is shown by 
condition o1 


actually are using consider- 


the statements of the our 
banks. A year ago the banks of New 
York city held $330,000,000 of cash in 
their vaults. They 
$525,000,000. In the same period the 
money in the possession of other banks 
throughout the country has shown a 
similar increase. How are these large 
reserves being utilized? 

We hear much of the large excess 
reserve held by the banks of New York 
city but little is said of the fact that 
this excess is due to a lowered reserve 
requirement. If the old twenty-five 
per cent. requirement were now sud- 
denly applied the banks in question 
would show not a surplus but a deficit. 
Their holdings of gold have largely in- 
creased but their business has expand- 
ed even more rapidly. Within a year 
their loans have increased by nearly a 
billion dollars and their deposits by 
The enlarged supply of 
gold is supporting a credit structure 
that has grown even more rapidly, and 
at present the excess held by them over 
legal requirements is $50.000,000 less 
than six months ago. 

An explanation of this involves a 
reference to the other two forms into 
which our banks have converted their 
foreign balances; i. e., the old and new 
issues of securities which they have ac- 
quired. Some of these stocks and bonds 
have been purchased outright by our 
national and state banks and trust com- 
panies. Others have been secured by 
private bankers and brokers and by in- 
dividuals. Some of these acquisitions 
are connected with speculative stock ex- 
change operations, others have been for 


now have. over 


ever a billion. 


permanent investment. The largest 
part, however, have probably been 


taken over with the expectation that 
the securities will within a short time 
be sold to the public. 

In each of these banks 
have furnished a considerable part of 
the funds that made possible the acqui- 
sition and the holding of the securities. 
As already stated, the banks have 
bought many of them outright. To 
enormous amounts they have made loans 


cases, the 
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on others that have been deposited as 
collateral. It is to support these hug: 
operations that much of our enlarged 
gold supply is being used. 

Our commercial banks are the cus 
todians of the liquid funds, the circu 
lating capital of the country. When 
goods are sold either at home or abroad 
the proceeds of the sale may be em 
ployed by the owner in any one of 
several ways. He may at once spend 
them for his personal enjoyment.  [u 
this case there is no saving. He 
instead invest the funds by _ buying 
stocks, bonds or mortgages; that is, he 
may save them. A third possibility is 
to deposit them in a bank. If this bank 
is a savings institution the funds will 
be invested in securities almost as seon 
as it could have been done by the de- 
positor; but if the bank is a commercial 
bank whose liabilities to depositors are 
subject to payment on demand, this 
form of investment is hazardous. The 
depositors may at any time ask for the 
return of the funds. In order to be 
ready to meet this demand the bank 
should invest the funds only in such 
way that they can be quickly secured 
if needed. They must be held in a 
form easily liquidated or turned inte 
cash. 

The importance of this seems patent. 
but in recent months our banks have 
seen fit to use a large part of their de- 
posits in the purchase of stocks and 
bonds. In making this decision they 
have been influenced by several consid 
erations. One has been the decline in 
the price of foreign exchange. As al- 
ready observed a failure to correct it 
would have meant a serious blow to our 
industrial activity. A reason 
has been the low vield available to the 
banks on investments in commercial pa- 
per or other short-time loans. Long- 
time bonds on the other hand have been 
available at prices which have meant a 
much higher yield. <A third considera- 
tion has been the possibility that the 
securities thus acquired cheaply may 
later be sold to advantage, a profit be 
ing realized on the rise in price. 

Stated differently, our banks have 
made the choice that might have been 


may 


second 
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made by their individual depositors. 
They have used the funds to buy back 
our securities that have been held for 
vears in Europe, or have loaned the 
funds to brokers and others for the same 
purpose, accepting the securities as col- 
lateral for the loan. For similar rea- 
sons they have in the same manner 
bought or aided in the purchase of large 
amounts of foreign bonds. 

During the last year there has been 
sold in the United States newly-issued 
foreign securities to an amount recently 


given as $946,030,000. Of this sum 
Canada sold us $147,030,000, Latin 


America $44,000,000 and Europe $755,- 
000,000 in which there is included the 
important $500,000,000 Anglo-French 
loan. How many of our stocks and 
bonds have been returned it is not pos- 
sible to state with exactness, but it is 
frequently said to be considerably over 
$1.000,000,000. ‘To this sum additional 
amounts must be added as time passes 
for further consignments are arriving 
from Europe almost daily. 

We are thus sending out our goods, 
the financing of the operations being 
handled by our bankers who have de- 
cided for us that securities shall be 
taken in return. But this is only the 
first step. The commercial banks whose 
assets should be kept liquid in order 
that they may on demand meet their 
liabilities can with safety retain only a 
moderate amount of stocks and bonds. 
They can escape from their predicament 
without injury to themselves and to us 
only in case the American public de- 
cides to purchase these securities. If 
this occurs the banks are thereby again 
furnished with liquid funds and will be 
able to meet their depositors’ demands. 

[f this does not occur a serious dis- 
aster may follow. Sudden cessation of 
the European war, the failure of one or 
two banks, or anything else that would 
use distrust or uncertainty in the 
munity, would result in the with- 
wal of bank deposits. Such a move- 
t forces a general liquidation which 
ns in the present case that a huge 
ime of securities would have to be 
thrown on the market. We have ex- 


eepasé 


~] 


perienced such catastrophes before, and 


the prospect is far from pleasing. 
oF 


HIS statement of the situation is 
not a prediction. It is merely an 
analysis. Repayment of one’s debts is 
an advantage and we shall do well to 
make repayment as rapidly as we can. 
Perhaps also we shall do well to lend 
to the people of other countries. In 
either case we shall have to devote less 
of our annual output of commodities to 
the payment of interest on borrowed 
capital in the future than in the past. 
We shall be able to retain more for our 
own uses than ever before. 

Yet this is not the same thing as 
advice to investors to purchase these 
stocks and bonds. Investment is now, 
as always, an individual problem, in- 
volving an estimate of one’s own re- 
sources and a critical examination of 
the securities bought. The only point 
stressed is that we can not pay off our 
debt without effort. 

Political and economic leaders in 
England are pointing out that the peo- 
ple of that country must bend every 
effort in the present crisis to two ends. 
The first is to secure an increased pro- 
ductivity and the second is to save. 
From such a conclusion there is no es- 
cape if the resources of the country are 
to be mobilized to the fullest degree. 
It is conceivable that a victory over the 
enemy may be gained with only a par- 
tial response to the appeal, but just 
to the extent that the response is made 
will the victory be hastened. 

The United States is not facing such 
a serious crisis, but the underlying eco- 
nomic principles are the same. We also 
are being asked to mobilize our re- 
sources. Wisely or unwisely we have 
shipped our goods abroad in an enor- 
mous volume. Our bankers are taking 
in return billions of dollars worth of 
gold and securities. We have parted 
with commodities, articles of food and 
clothing, vehicles and hospital supplies. 
We have diverted the efforts of thou- 
sands of our laborers to the manufac- 
ture of guns and ammunition. All of 
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these things have been sent to Europe. 
In return what have we _ received? 
Not other food and clothing but pieces 
of metal and paper which we can not eat 
and wear and with which we can not 
These securities reach us 
through our banks. A large percentage 
of them are still with the banks. The 
movement of them across the ocean con- 
tinues and hundreds of millions more 
are now being collected by the British 
Government. Soon these will be offered 
either for sale or as collateral for an- 
other loan. In response to this demand 
we have increased somewhat our out- 
put of goods, but there are numerous 
indications that we are not yet saving. 
Prices are rising and at the present 
time the advance is increasing in rapid- 


build houses. 
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taken the securities in exchange for the 
commodities. We have no choice as to 
the stocks and bonds already received 
Our circulating capital has been sent 
abroad. In its place are the securities. 
We can not sell our goods to Europe and 
still keep them. For a time we can en- 
joy ourselves in consuming the goods 
that are left, but there is a limit to that 
kind of enjoyment. Unless we econo- 
mize of our own free will an actual 
scarcity may force economies later. 

All of which is merely saying in an- 
other way what many of our leading 
bankers have already said when they 
have spoken of the dangers of inflation 
and speculation. We have imported 
gold that is not needed and securities 
many of which have not yet been ab- 


ity. sorbed. These are days when the suc- 
In the meantime our banks have _ cess of the bond salesman is of import- 
made the decision for us and have ance to all of us. 
t PPY, Vice PRESIDENT E. SHORROCK Pres. & Moe J.V.A.SMITH, Caswier 
ALEXANDER MYERS, Scc.& Trea R.W.SPRAGUE .Ass+.Casmen 
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SEATTLE 


Jan.31,1916 


Mr. Elmer H. Youngman, 
Editor, Bankers Magazine, 


New York, N.Y. 


Dear Sir: 


I have just gone over the 
first Number for 1916 of your Maga- 
zine, and write to congratulate you 


upon it. 


The vigor of your editor- 
ials is quite noticeable, and the 
various contributions are both in- 
teresting and instructive; typogra- 
phically also, the Magazine does 


you great credit. 


Yours truly, 


ES:B 








The Country Clearing-House’ 





By O. HOWARD WOLFE 





F you had invited me to speak upon 

the “Country Clearing-House”’ ten 

years ago, I suppose I should have 
complied with your request by telling 
you about the Boston Clearing-House 
and its methods of collecting country 
checks in New England. Perhaps I 
might have called your attention to that 
other famous Boston institution of an 
eailier period—the Suffolk System, 
which in its day performed the same 
function with respect to bank notes as 
the modern so-called country clearing- 
house accomplishes in the collection of 
bank checks. 

But the more I study this interesting 
problem of the bank check the more am 
I convinced that we cannot properly 
understand the question of its collec- 
tion unless we go back to the funda- 
mentals. It will not do to take a su- 
perficial view of the check and discuss 
it merely from the standpoint of me- 
chanics and accounting. We must be- 
gin with a clear understanding of what 
the check is; why we use it; what are 
its proper functions; in what particu- 
lars it is affected by and in turn affects 
present-day banking laws and banking 
practice. 

[ believe we shall find it to be a 
much more important instrument in our 
economic development than we had 
imagined. Those of you who may think 
that modern banking has no frontier, so 
to speak, to attract the pioneer, the 
prospector and the dreamer, would do 
well to study this problem of the bank 
I have only just scratched the 
surface in seventeen years of experi- 
enee, supplemented by reading and in- 
vestigation, but I have come to the con- 
clusion that the “country clearing- 
hon as we know it, is less than half- 
in its possibilities of development. 


check, 


wat 


It is a tremendous step forward, but 
it is not a finality. 


co 


VARIOUS METHODS OF MAKING 
PAYMENT 

HAVE not the inclination nor the 

ability to deliver an exhaustive 


economic essay on money and banking, 





O. Howarp Wo.re 


ASSISTANT CASHIER PHILADELPHIA NATIONAI 
BANK 


but I would like to direct your atten- 
tion to a few thoughts which seem to 
me to be necessary to an intelligent dis- 


*Address before Bankers’ Ad. Association 
of Pittsburgh, January 27, 1916. 
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cussion of our subject. I shall take 
advantage of the fact that vou are bank- 
ers, more familiar than I with many 
phases of check collection and I shall 
therefore expect you to fill in, out of 
your own extensive knowledge, the 
many things which, for lack of time, 
we must omit. 

The check is a negotiable instrument, 
the purpose of which is to make pay- 
ment between debtor and_ creditor. 
Many bankers, especially those in the 
“outlying districts,” have other ideas as 
to what the check is for, a fact worth 
mentioning because it is a serious factor 
ir determining our rate of progress. 

There are in all four methods of 
making payment. First, by barter, the 
exchange of goods for goods; second, 
the use of one commodity—such as gold 
as a medium of exchange, that is, 
money; third, by individual credit be- 
buyer and debtor and 

whereby each keeps a_ book 


tween seller 
creditor 
account or record, money being used 
only to settle any balance that may re- 


sult from the offset of debit with 
credit; fourth, the use of banking 
credit. Under this latter method we 
accumulate our credits into one com- 
mon fund, the bank, upon which we 
draw to liquidate our debts. Banking 


seeks to avoid the use of money as a 
medium of exchange. Accepted theo- 
ries to the contrary notwithstanding, I 
believe we are progressing steadily to- 
ward a period in economic history when, 
through banking, we will no longer use 
money as a basis of credit. A!though 
our credit transactions may always be 
in terms of money, the final basis of 
credit or unit of value will 
productive ability. We see indications 
of this trend already in some of the 
socialistic theories of money; in the or- 
ganization of corporations having ecapi- 
tal stock without par value; and, if vou 
please, in the tremendous development 
of the bank check. We need not ex- 
pect that in reaching this economic 
utopia we will escape the errors, the 
pitfalls and the false theories that have 
beset us in the centuries of struggle to 
secure a sound monetary system. 

I think we can all agree that 


be man’s 


the 
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purpose of the check is to make pay 
ment. The next thought, which may 
cause some slight difference of opinion, 
is that the check makes payment not by 
transferring money from A to B, but 
by transferring a part of A’s_ bank 
credit to the bank credit of B. It is 
obvious that as we gradually get away 
trom the use of money the more do we 
use credit, and the less often we actu- 
ally “cash” checks, the less money do 
we need. It is important that this bank 
credit shall be based upon some tangi- 
ble reserve, and that ultimate settle- 
ment shall be in terms of reserve, and 
not in terms of credit. 

But the fact remains that the check 
is an instrument used to express the 
will of the maker to transfer the credit 
which is his to the credit of another. It 
is credit and not money which is thus 
transferred. Nor could it be otherwise 
for we have approximately eighteen 
billions of bank credits, or deposits, 
and less than four billions of money, a 
large part of which must remain undis- 
turbed as reserve. Statistics show that 
more than ninety per cent. of all trans- 
actions are in terms of credit instru- 
ments—bank checks—and less than ten 
per cent. are in terms of cash. There 
are those who say that the Federal Re- 
serve System errs in making any pro- 
vision for the collection of checks, but 
will they deny that we pay a million 
dollars with bank checks for every ten 
thousand dollars we pay with Federal 
Reserve notes? Granted that it is un- 
fortunate that legislation was necessary 
to direct us as bankers to keep our 
check-clearing “house in order,” I fail 
to see how the drafters of the act 
could do otherwise than to provide for 
the check, on the proper use of which 
so much of our reserve and note issue 
depends. That the Reserve System is 
embarrassed on of the check 
clearing clauses is not due to the act, 
but to certain conditions which the act 
seeks to remedy and which must sooner 
or later be remedied. It is true that we 
face a condition and not a theory; but 
we know that the conditions are in 
many respects wrong, whereas the 
theory has been proven to be right every 


account 




















cime we have had a financial stringency 
in this country. 


& 


COUNTRY CLEARING-HOUSE 
MISNAMED 


‘T HE country clearing-house, as a 

matter of fact, is not a clearing- 
house at all in the strict meaning of 
the term. There is an important dis- 
tinction between the process of clearing 
checks and the process of collecting 
them. The operation of the clearing 
principle is one of the most important 
functions of banking and consists in 
the offsetting of debits with credits. 
Member checks are cleared in our local 
clearing-houses but non-member checks 
are collected. So also in Boston, New 
York, Richmond and other cities—the 
city checks are cleared through the 
clearing-house, the country checks are 
collected. The clearing-house becomes 
an agent of all the members and oper- 
ates as one bank acting for all. The 
process is precisely the same as each 
of your banks in Pittsburgh employs 
in receiving out-of-town checks from 
your depositors, lumping them together 
end making collection. So also the 
country clearing-house accepts checks 
from its “depositors,” the member 
banks, and in making collection it is 
able to reduce the cost exactly as you 
are able to serve your depositors in 
making it unnecessary for them to send 
« messenger to the counter of every 
bank upon which they receive checks 
in the day’s business. You save an 
enormous amount of time and expense 
both for your depositor and for the 
banks upon which the checks are drawn. 
Similarly, and to an even greater de- 
gree, the country clearing-house can and 
does save time and money for both 
country and city banks. I make this 
statement not as an opinion but as a 
fect. If it is a fact, you may well ask 
why it is that all banks do not adopt 
the country clearing-house method of 
handling checks at once? Why has it 
been thought necessary to put into the 
kederal Reserve Act legislation looking 
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toward this better method of collecting 
checks? 

Because, gentlemen, argument and 
reason will never induce the gainers to 
give up any profitable practice, no mat- 
ter how much right or justice there 
may be on the side of the losers. If 
it were otherwise, we would need no 
law, police or jails. Our lives and 
property would be safe under the ten- 
der care of the pulpit, press and forum. 

And there are gainers as well as 
losers under our present check collec- 
tion system. I am not referring to the 
giving and taking of legitimate profit. 
I am not prepared to believe that 
proper exchange charges—which by the 
way were better called collection 
charges—can be done away with. But 
I do say that millions of dollars are 
thrown away every year that might be 
saved. I can illustrate my point by 
the example furnished us in the New 
York Clearing-House. In the spring 
of 1899, that association adopted cer- 
tain rules, which included an arbitrary 
exchange rate applied to all depositors. 
In effect those rules said to the depos- 
itors of New York banks: “The 
checks you deposit are costly to col- 
lect. For mutual convenience we give 
you immediate credit, but it takes sev- 
eral days for us to receive returns, es- 
pecially since we sometimes route these 
items a thousand miles out of the way 
to escape exorbitant exchange charges. 
These charges grieve us, but the coun- 
try bankers who exact them wherewith 
to pay dividends, keep nice balances 
ir New York, and we don’t care to of- 
fend them unduly. Therefore, we 
pass the charge along to you with a 
little bit added; and if you don’t like 
it, try collecting the checks your- 
selves.” 

Now note the difference. Last year, 
the New York Clearing-House in- 
stalled a country clearing-house—the 
best so far organized in this country, 
combining all the good features of Bos- 
ton and London with certain original 
improvements. It was notice to the de- 
positors of New York that their banks 
realized the wisdom of co-operating 
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with depositor and country bank in 
eliminating unnecessary costs which 
heretofore the defenseless public had 
been paying. And it furthermore gave 
the broad-minded and far-seeing coun- 
try banker his long-hoped-for opportu- 
nity of separating himself publicly 
from his more selfish and penny- 
shaving brother. 


o 


CLEARING COUNTRY CHECKS 
THROUGH FEDERAL 
RESERVE BANKS 


F country checks can be collected 

advantageously through  clearing- 
houses, can we go a step further, as the 
Reserve Act proposes, and actually 
clear them through the Reserve banks? 
Yes and no to that question. The first 
stumbling-block is the non-member 
check. With less than one-third of the 
banks of the country members of the 
system, a complete clearing plan seems 
impracticable. It might be said, how- 
ever, that even if we could clear one- 
third of the checks it would be better 
than clearing none at all. That is true, 
but it would work a hardship rather 
than a benefit on many country banks, 
because they would be able to send 
only one-half, let us say, of all checks 
deposited with them to the Reserve 
bank, the rest being on non-members. 
On the other hand, all checks on them- 
selves could be cleared, which would 
have a tendency to produce a continual 
debit against them at the Reserve bank. 

It is hardly fair to expect such mem- 
bers to bear this drain while we are be- 
guiling state banks to enter the reserve 
system. The difficulty could be partly 
overcome by the Reserve banks ac- 
cepting checks on other districts from 
their members and both member and 
non-member checks payable in the 


twelve Federal Reserve cities. 

One amendment, in my opinion, is 
desirable before the Reserve Act can 
be made popular if not also practicable 
as far as its check-clearing provisions 
are concerned. That is, member banks 
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should be permitted to carry their re- 
serve either in their vaults or with the 
Reserve banks. It would make no dif- 
ference to them, then, whether checks 
are presented for payment against 
vault reserve or bank reserve. I see 
no particular unsoundness in this sug- 
gestion, especially since no other great 


‘nation has ever found it necessary to 


fix any legal reserve whatever. 

There has been much discussion as to 
the right of the Reserve banks to debit 
checks against members’ balances with- 
out notice or consent. The Attorney- 
General of the United States is now 
preparing an opinion on this subject. 
It may be imprudent for me to express 
myself at this time, but it is my opin- 
ion that the Reserve banks do have this 
right. Dispute arises because the mat- 
ier is not clearly understood by most 
bankers. 

As a matter of fact the Reserve 
banks do not debit the members’ bal- 
ances with the checks. Let us exam- 
ine the Act. We find that the Reserve 
banks may receive certain checks on de- 
posit; that if they elect to receive them, 
then they must receive them at par. 
Having accepted checks on deposit, we 
may fairly say that the Reserve banks 
must conform to banking customs and 
usages in collecting these checks which 
have been deposited. That is, they 
must make agreements for their collec- 
tion and remittance. But the Act goes 
further. It states that the Reserve 
Roard may require the Reserve banks to 
act as clearing-houses for their mem- 
bers. This clause proposes a totally 
different relation between the Reserve 
banks and their members. As soon as 
the Reserve Board directs a Reserve 
bank to act as a clearing-house (as is 
the case with the Kansas City Bank, I 
kelieve,) then the members send checks 
not for deposit but for clearing. 

Against the credit thus established 
the Reserve bank applies the offsetting 
debit consisting of checks on their mem- 
bers. There will result debit and cred- 
it balances. The credits are put to the 
credit of the ledger balance of the 
creditor members, and the debit bal- 

















ances are similarly applied to the 
ledger balances of the debtor members. 
Bear in mind that the clearing-house 
(in this case the Reserve bank) acts as 
agent only in the settlement of bal- 
ances. It pays the creditors not for 
itself but for the debtors. It therefore 
has the legal right to apply the doctrine 
of offset, using the ledger balance of 
the debtor members for this purpose. 


& 


ADVANTAGES OF THE COUNTRY 
CLEARING-HOUSE 


O return to the country clearing- 

house. The first advantage ob- 
tained through its operation is that of 
the saving of bookkeeping, postage, 
stationery, etc. You are bankers who 
need no diagram from me to show you 
how this benefit results inevitably. 
Only a week ago a banker told me that 
since the country clearing-house was 
established in his city his bank has been 
able to reduce its postage costs alone 
six dollars a day. His total saving he 
estimated at $360 per month. Do not 
let this very significant fact escape you. 
This money is actually saved; it does 
not mean the cost is shifted somewhere 
The bigger the bank, the greater 
the saving. 

It is an amusing thing to “sit in” at 
a banker-farmer meeting, and hear an 
oratorical banker get up and tell the 
farmers how to eliminate waste, and 
conserve their wealth through scientific 
farming. I wish I were rich enough to 
be a farmer. I’d attend one of those 
meetings and ask Mr. Banker some em- 
barrassing questions about the scientific 
collection of checks. 

\s for exchange charges. Let me 
savy first that the country clearing- 
house is the. most effective means of 
mecting the abuse of the exchange 
cherge. If those bankers who so ably 
deiend exchange charges would only 
ke > it clear in their minds that it is 
th abuses we seek to correct and not 
the just and proper charges, perhaps 


else. 
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their arguments would not be so easy 
to refute. 

As it stands, I have yet to run up 
against a champion of the arbitrary 
exchange charge—say of one-tenth of 
one per cent.—whose points are not all 
weak and untenable. The two most 
formidable-appearing arguments I have 
heard recently were advanced by a very 
able banker, a good friend of mine 
from the South. He compared ex- 
change charges with freight rates. In 
the first place, remember that it is credit 
and not money that is transferred. The 
shipment of money seldom enters into 
the calculation, and with a proper use 
of the twelve exchange centers we now 
have it will enter in less than ever 
through the operation of the gold set- 
tlement fund at Washington, as I shall 
show you later. 

But let us admit for argument’s sake 
that exchange rates are freight charges 
tor the transfer of money. Would our 
friend agree to one arbitrary freight 
rate for a shipment from Mississippi to 
Massachusetts, and insist upon another 
rate, or better, no charge at all, for a 
shipment from Massachusetts to Mis- 
sissippi? 

The next argument requires some 
courage to refute. Our friend with in- 
finite patience and scrupulous accuracy, 
which does him credit, collected statis- 
tics to show that high-exchange charg- 
ing banks need the money to meet ex- 
penses. I can respect that argument. 
It is so honest and obviously true. But 
a part of those expenses consists of in- 
terest on balances at 314 per cent. and 
four per cent. Do you see how it works? 
Buy balances with excessive interest 
and then pay the interest with the ex- 
change on checks drawn against those 
balances. Then blame it all on com- 
petition. What shall we say of those 
bankers who threatened to destroy ab- 
solutely that strictly American bank- 
ing convenience, the bank check, by 
making of it a sight draft on the draw- 
er to prevent any reduction in exces- 
sive exchange charges? We are told 


that if the exchange charge should be 
reduced, they would have to go out of 
business. 


That would indeed be unfor- 
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tunate, but we must remember that pub- 
lic stage-line operators and owners held 
mass meetings to protest against the 
building of railroads. There were even 
riots in some sections of the country but 
the railroads were built, and they have 
‘since become so efficient in cutting down 
time and distance that it is getting 
hard to keep checks afloat long enough 
to make them good before they get 
home. 


& 


PERTINENT POINTS 
ABOUT CHECKS 


SOME 


E could go on discussing exchange 

charges for several hours, if we 
had the time, without exhausting the 
subject whatever might be said of the 
speaker and the audience. So also 
with bank checks and the possibilities 
of the development both in their use by 
the public and their collection by the 
banks. Just to give you an idea of the 
breadth of the subject, let me mention a 
few of the points that would prove in- 
teresting. I shall not try to place them 
in the order of their importance, but 
just as they occur to me. Here are 
some: 

The proper size and form of checks, 
and the use of standard colors to clas- 
sify them as to the sections of the coun- 
try in which they are payable. 

Better protection as to printing, 
making it impossible to secure them 
without an order from a bank upon a 
licensed printer. 

Limiting by law the number of en- 
dorsements. 

The adoption of the giro conto system 
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of Germany as between banks or be- 
tween bank depositors within limited 
areas, such as the Federal Reserve Dis- 
tricts. 

There are many others that might be 
mentioned. 

As for country clearing-houses, the 
best-posted thinkers have long believed 
it possible, in fact quite probable, that 
all checks can and should be so han- 
dled no matter where payable. This 
would mean the establishment of these 
agencies in every important center, the 
clearing-houses to establish reciprocal 
relations with each other. If every 
bank were a member of the Federal Re- 
serve System there is no reason why 
the Reserve Banks could not take over 
this function for their members as in 
fact the law contemplates. 

Through the gold settlement fund at 
Washington settlement between the va- 
rious centers becomes a matter of book 
entries. In short, we can now make 
settlement between the different sec- 
tions of the country by the operation of 
the clearing principle. Little currency 
need ever be transferred from one 
place to another even in the settlement 
of balances. Of course there will al- 
ways be a certain movement in one di- 
rection and then another; but as we 
come to use checks more and cash less, 
the reserve gold stock of the nation can 
rest in one place as a part of it does to- 
day in the settlement fund of the twelve 
Reserve banks, while the credit which is 
built upon that reserve can be moved 
as it is needed. To move cash requires 
railroads, armed guards, insurance pol- 
icies, tellers, clerks and, above all, 
time. To move credit we require only 
scientific banking and the telegraph. 


au 


MAKE thrift fashionable once more. 


Restore 


this norma! attribute of respectable inde- 
pendence to its rightful place in the esteem of our 
world of society as well as business. 


—‘ Paragraphs on Thrift.” 
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Massachusetts Farmlands Bank 





tive act of 1915 the first land 

bank in New England has been 
incorporated in that state. By the pro- 
visions of this act farmland banks may 
be incorporated with capital (called the 
land reserve fund) of not less than 
$50,000 nor more than $500,000, of 
which not more than 10 per cent. may 
be held by one person. To provide funds 
for loans farmland bonds may be 
issued in series, no series to be 
issued for an aggregate sum of less than 
$10,000 nor more than ninety-five per 
cent. of the amount of the mortgages 
against which it is issued. Bonds may 
be issued in denominations of $50 or 
any multiple thereof, but not exceeding 
$1,000. The interest is fixed by the di- 
rectors, but may not exceed five per 
cent, 

The safety of the bonds is assured by 
the fact that they are secured by the 
first mortgage notes that are held as col- 
lateral for each series of bonds. The 
notes in turn are secured by first mort- 
gages on farms in varying locations, 
each farm being worth at least double 
the amount of the loan. Each series of 
bonds is to be five per cent. less than 
the aggregate of the mortgages which 
secure it and the bonds are further se- 
cured by the land reserve fund (paid- 
up capital) and the surplus. The bonds 
are exempt from state and local taxa- 
tion, except legacy and _ succession 
taxes. 

The marketability of the bonds is 
provided for by making them legal in- 
vestments for any savings bank or trust 
company to an amount not exceeding 
one-fifth of their deposits; for trust 
funds and estates under the jurisdic- 
‘ion of or administered by any of the 
ourts of the commonwealth; for cer- 

‘in insurance companies; for surplus 
inds of co-operative banks in addition 
) authorized investments, and for the 


U NDER the Massachusetts legisla- 


sinking funds of the commonwealth or 
of any county, city or town thereof. 

The banks are to be under the super- 
vision of the State Bank Commissioner, 
who must approve all investments, other 
than mortgages upon farm lands and 
bonds and notes legal as savings bank 
investments. 

The rate of interest on mortgages 
shall in no event be more than six per 
cent. but an additional charge of not 
exceeding one per cent. may be made 
to the borrower, to be applied to the 
cost of administering the affairs of the 
bank. 

Upon loans for a period of more than 
five years amortization payments must 
be made, with the interest, sufficient to 
pay the principal in full at maturity. 
Fines may be imposed upon borrowers 
tor failure to make payments promptly. 

Dividends may be declared from time 
to time out of the profits of the bank, 
but no dividend shall be declared unless 
the combined amount of the land re- 
serve and surplus funds is equal to five 
per cent. of the par value of the bonds 
outstanding at the time the dividend is 
declared. No dividend shall be declared 
exceeding six per cent. per annum upon 
the par value of the land reserve cer- 
tificates outstanding, except as special- 
ly provided. Net earnings in excess of 
the dividend declared shall annually be 
carried to surplus until the surplus fund 
equals twenty-five per cent. of the land 
reserve fund. Dividends shall be cumu- 
lative only after the surplus fund shall 
have been established and maintained 
equal to twenty-five per cent. of the 
land reserve fund. Any profit not re- 
quired to maintain the land reserve and 
surplus funds, and to pay cumulative 
dividends not exceeding six per cent. 
per annum, may be carried in amount 
not exceeding fifty per cent. to surplus 
until the surplus fund shall equal the 
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land reserve fund, and any amount not 
‘arried to surplus shall be annually di- 
vided in equal shares of which one-half 
shall be placed to the credit of the bor- 
rowers in amounts in proportion to their 
loans unpaid at the time of such dis- 
tribution, and the remaining half shall 
Le paid as an extra dividend upon the 
cutstanding land reserve certificates. 
The first bank to be incorporated 
under this act will be known as the 
Massachusetts Farmland Bank and will 
be located in Springfield, where the 
Chicopee National Bank has tendered 
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zccommodations for the first vear free 
of charge. The capital or land reserve 
fund of the new institution will be $50,- 
000, with a paid-in surplus of $12,500. 

While it is expected that the stock 
will pay a modest dividend, the bank 
will serve a highly useful purpose in the 
community, and it is hoped that these 
banks eventually may do as much for 
Massachusetts agriculture as similar ef- 
forts in Denmark, Germany, France 
ind other countries have accomplished 
curing the past twenty-five to one hun- 
dred vears or longer. 


~ 
Uy 


What Saving Means 


HE term “saving” implies, says the 

London “Bankers Magazine,” (1) 
the production of more capital than is 
being consumed, and therefore (2) an 
increase of capital and productive pow- 
er; (3) the power to save, and (+) the 
will to save; (5) in the case of persons 
with limited incomes, a choice between 
the present and the future, which in- 
volves present sacrifice. 

Spending implies (1) the satisfac- 
tion of present needs or desires, and 
(2) a demand for labor and the products 
of labor, and therefore (3) a stimulus to 
industrial production. The treasured 
hoard of the miser and the surplus in- 
ceme of the continually overworked in- 
dividual are not true saving. The for- 
mer adds nothing to national productive 
power, and does not contribute to the 
economic well-being of the community. 
The latter is drawing on his reserves of 
strength and impairing his future earn- 
ing power. 

No useful purpose can be served by 
contrasting saving and spending as nec- 
essarily opposed on all points, and as 
though one were essentially virtuous 
and the other necessarily to be con- 


demned. The ultimate results to be 
achieved must be borne in mind, and 
only by a judicious blending of these 
two complementary economic virtues 
(either of which may, if pushed to ex- 
tremes, become a vice) can national cap- 
ital and productive power be increased. 
Nations can neither “live by taking in 
each other’s washing,” nor can a healthy 
state of industry be promoted by rigid- 
lv limiting expenditure to articles of ne- 
cessity. Expenditure may be on arti- 
cles which are regarded as “consump- 
tion capital,” such as education, san- 
itation, wholesome recreation, ete. Up 
to a point such outlay is productive and 
profitable. Expenditure on luxuries for 
merely present pleasure is economically 
unprofitable. 

Thus the actual true savings of a na- 
tion are measured by the increased pro- 
ductive power, and not merely by the 
(perhaps temporary) surplus of income 
over expenditure. 
rived as much from the direction given 
to industry by expenditures as from the 
actual degree of thrift which is individ- 
uzlly practised. 


Such increase is de- 





Texas Depositors’ Guaranty Fund 


Six Years of Its Operation and Effect 





By HON. JOHN S. PATTERSON. Commissioner of Insurance and 
Banking of the State of Texas 





HE Depositors’ Guaranty Fund 
was created for, and is the prop- 
erty of, the state banks for the 

benefit of their depositors. It now 
las been in operation in Texas for six 
years. It will be recalled that the pas- 
sage of this law by the Legislature met 
with serious opposition, mainly by the 
uational banks, through fear of losing 
their deposits. While the effect of the 
law has tended to increase the deposits 
of the state banks, the increase has 
come, not from the national banks, but 
from buried funds of timid depositors, 
und largely from our foreign citizen- 
ship, who, not understanding our insti- 
tutions, lack confidence in them. Com- 
parative figures of the date when the 
law was enacted with those of the pres- 
ent will justify the statement that na- 
tional banks receive directly a fair pro- 
portion of the money brought into cir- 
culation by this law, and indirectly hold 
large amounts of such deposits as re- 
serve agents for state banks. 

In all state banks which have accept- 
ed its provisions, the non-interest-bear- 
ing and unsecured deposits are pro- 
tected by and paid from this fund in 
the event of a failure of the bank. These 
banks are known as “guaranty fund 
banks.” All state banks not adopting 
the guaranty fund plan are required to 
execute a bond, or other security, equal 
to the amount of their capital stock, 
and such banks are known as “guaranty 
bond banks.” Out of the 836 state 
hanks now in existence, 780 have adopt- 
ed the guaranty fund plan, while fifty- 
six have adopted the guaranty bond 
vlan. Twelve of the fifty-six are trust 
companies and do not transact a com- 


mercial banking business. Only two 
banks organized within the last three 
years have adopted the guaranty bond 
plan. Within the last month three 
Lanks which adopted the guaranty bond 
plan at date of organization have ap- 
plied to this department for a surrender 
ef that right and the adoption of the 
guaranty fund plan. It is therefore 
quite evident that the guaranty fund 
plan is more acceptable to the state 
banks of Texas than the guaranty bond 


plan. 
co 
HOW THE FUND IS CREATED 


HE guaranty fund is created by an 

annual assessment on the guaranty 
banks of one-quarter of one per cent. 
of their daily average deposits. Twen- 
ty-five per cent. of each assessment is 
deposited with the State Treasurer at 
Austin and the remaining seventy-five 
per cent. is deposited with each bank 
to the credit of the State Banking 
Board, subject to call at any time for 
the payment of depositors of a failed 
bank. The law provides that when the 
guaranty fund reaches two millions of 
dollars the assessments will be discon- 
tinued except when necessary to supple- 
ment withdrawals for the purpose of 
paying losses. The sum total of the 
amount collected from the banks for the 
guaranty fund since January 1, 1910, 
when the law became effective, is $1,- 
239,231.18. Out of this amount there 
has been paid to depositors in state 
banks the sum of $212,000, leaving in 
the guaranty fund at present the sum of 
$1,127,231.18. This amount is imme- 
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diately available for the payment of all 
non-interest-bearing and unsecured de- 
posits in any failed bank which has 
adopted the guaranty fund plan. While 
there has been paid from the guaranty 
fund to depositors in failed banks since 
the law became effective the sum of 
$212,000, there has been collected from 
the assets of the failed banks and re- 
turned to the guaranty fund the sum of 
$125,800, leaving the net payments 
from the guaranty fund $86,200. From 
actual cash and assets yet on hand be- 
longing to the failed banks, it is be- 
lieved that sufficient collections will be 
made to reduce the net amount paid 
from the guaranty fund to approximate- 
ly $54,000, which means that it has cost 
the guaranty banks of this state approx- 
imately $9,000 a year for the past six 
years to insure all of their non-interest- 
bearing andunsecureddepositors against 
loss on account of bank failures. The 
capital stock of the guaranty banks is 
approximately $26,000,000, hence it 
will be seen that each share of stock of 
the par value of $100 has paid only 
three and one-half cents per annum, or 
twenty-one cents in six years, for this 
insurance. This sum is infinitesimal, 
yet it has been sufficient to protect every 
non-interest-bearing and unsecured de- 
pesitor in guaranty banks of this state 
against the loss of a penny. This is 
the cheapest insurance ever known in 
the history of this country. 

For the protection of the non-inter- 
est-bearing and unsecured depositors, 
the law wisely provides that the assess- 
ment may be increased from one-quarter 
cf one per cent. to two per cent. per an- 
num to meet excessive losses. With 
$100,000,000 average daily deposits, 
the maximum assessment would bring to 
the guaranty fund annually $2,000,000. 
With the stringent laws that now safe- 
guard the deposits in state banks, with 
their rigid enforcement as has obtained 
in the past six years, with a thorough 
examination every three months by com- 
petent examiners, with the stockholders’ 
double liability and with the officers, 
and directors’ common law liability for 
the mismanagement of a state bank, and 
with bonded officers, it is confidently be- 
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lieved that the assessment will never 
exceed the minimum of one-quarter of 
one per cent. in Texas. The depart- 
ment has exercised every power at its 
command to put out and keep out of 
state banks men who have proven them- 
selves unworthy. A carefully prepared 
list of all bankers guilty of misapplica- 
tion of funds, together with a list of in- 
competent bankers, is kept in the office 
for ready reference. The department 
spares neither time nor money in prose- 
cuting those who violate the law, with 
the result that several are now serving 
time in the state’s prison. However, 
in some instances communities have cre- 
ated a sentiment in favor of those 
criminals, which has found its way to 
the jury box. No leniency should be 
shown to one who has feloniously em- 
bezzled trust funds and it is the inten- 
tion of this department to enforce the 
state banking laws for the protection, 
not only of depositors, but of the stock- 
holders as well. Ninety-nine per cent. 
cf all bank failures, both state and na- 
tional, can be traced, directly or indi- 
rectly, to the violation of the banking 
lews. 


@ 
EXPERIENCE WITH THE FUND 


INCE the guaranty law became ef- 
fective, on January 1, 1910, to De- 
cember 1, 1915, when the figures herein 
were compiled, a period of five years 
and eleven months, the guaranty fund 
has been drawn upon seven times for 
the purpose of paying off the non-inter- 
est-bearing and unsecured depositors in 
failed banks. Unless some good rea- 
son exists, the depositors entitled there- 
tc are paid as quickly as their accounts 
with the failed bank can be balanced 
ard the depositor can make the required 
affidavit. This is becoming quite well 
known to the depositors in guaranty 
fund banks and when one is closed it 
creates no more of a panic than the 
closing of a grocery store. Frequently 
the depositors show absolute indiffer- 
ence in calling for their money after 
they have been notified that the bank 
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has been closed. I am of the opinion 
that the greatest benefit derived from 
the guaranty law is the alleviation of 
the panicky conditions which heretofore 
followed the closing of a bank. Not 
only have neighboring state banks, but 
neighboring national banks as well felt 
the good effect of the law in this par- 
ticular. 

The closing of the Harris County 
Bank and Trust Co., on September 7, 
1911, caused the first demand on the 
guaranty fund. This bank was closed 
on Wednesday and on the following 
Monday the guaranty fund had on de- 
pesit in Houston a sufficient sum with 
which to pay all non-interest-bearing 
and unsecured deposits and the same 
were paid as quickly as presented. The 
guaranty fund paid to the depositors in 
this bank $111,615.62, and from the as- 
sets of the bank have collected and re- 
turned to the guaranty fund $72,572.44, 
leaving a net loss to the guaranty fund 
of $39,043.18. The bank still has as- 
sets on hand, but it is likely that the 
amount realized therefrom in the future 
will be small. 

The First State Bank of Kopperl was 


closed on December 6, 1911, and the . 


non-interest-bearing and unsecured de- 
positors were promptly paid out of the 
guaranty fund, the amount used for this 
purpose being $8,000, and of this 
amount $4,000 has been collected from 
the assets of the failed bank, and re- 
turned to the guaranty fund, which is 
probably all that will be realized from 
the assets of the institution. 

The Paige State Bank was the third 
to call upon the guaranty fund. It 
was closed February 10, 1912, and the 
deposits subject to the guaranty fund 
were paid within ten days from the 
date the bank closed, $13,697.20 being 
the amount used for that purpose. Ten 
per cent. of this amount has been re- 
turned to the guaranty fund and it is 
not likely that any more will be realized 
from the assets now on hand. 

Tht First State Bank of Amarillo 
was closed on April 2, 1914, and the 
vuaranty fund was called upon to pay 
the depositors of that bank $87,476.62 

id of this amount $66,607.46 has been 
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ccllected from its assets and returned 
to the guaranty fund and it is believed 
that from the assets yet in the hands 
of the commissioner a sufficient sum will 
be realized to fully restore the amount 
withdrawn. On account of an injunce 
tion suit instituted by certain of the 
stockholders of this bank, the commis- 
sioner was prevented from paying the 
depositors until August 3, 1914. This 
delay was no fault of the department. 
It might be here stated that the Su- 
preme Court held in a case growing out 
cf this failure that the commissioner 
could levy the 100 per cent. assessment 
provided by law againt the stockhold- 
ers of a failed bank, as soon as the same 
was closed, without waiting to deter- 
mine the amount of the bank’s shortage. 

The Garza State Bank, closed on 
September 11, 1914, was the fifth bank 
for which a draft was made upon the 
guaranty fund to pay depositors. The 
amount was $10,046.43, of which 
amount $6,566.80 has been returned to 
the guaranty fund. The depositors in 
this bank were paid within three days 
after the closing of the institution. The 
assets of this bank were sold in bulk 
and its affairs closed, so that no further 
contribution to the guaranty fund can 
be expected from it assets. 

The Stonewall State Bank was closed 
cn October 5, 1914, and the deposits 
subject to the guaranty fund, amount- 
ing to $4,006.47, were immediately 
paid. There has since been collected 
from the assets of this bank and re- 
turned to the guaranty fund fifty per 
cent. of this amount and, with the assets 
row on hand, it is believed that the full 
amount will finally be returned. 

The Guaranty State Bank of Long- 
branch closed its doors on October 22, 
1914, and draft was made on the guar- 
anty fund for $3,650.85 for the purpose 
of paying the deposits subject thereto. 
One-half of this amount has been col- 
lected from the assets and returned to 
the guaranty fund and it is believed that 
from the assets now on hand the guar- 
anty fund will be fully reimbursed. 

The guaranty fund does not receive 
all the money collected from the assets 
of a failed bank, but only pro rata with 
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other creditors of the institution. De- 
posits which are otherwise secured or 
upon which interest is paid are not pro- 
tected by the guaranty fund, but are 
safeguarded by every other provision of 
the law applicable to the guaranty fund. 


& 


THE LAW APPROVED 


HE department is of the opinion 
that the guaranty bank law in this 
state has not only been a blessing to 
the depositor who had his money in 
one of the failed banks named above, 
but that it has given confidence and 
stability to the state banks of Texas, 
not only at home, but abroad; that it has 
enabled the state banks to increase not 
only their volume of business, but their 
earnings, and that, too, far in excess of 
the cost incurred; that it has brought 
from hiding many thousands of dollars 
and placed it in the channels of com- 
merce for the benefit of mankind. 

A comparative statement of the call 
cn November 16, 1910, just before the 
Jaw became effective, with the last call 
statement of November 10, 1915, will 
furnish interesting figures of the growth 
of the state banks in Texas under the 
guaranty bank law and will justify the 
above assertions. These statements 
disclose the following figures: 


State banks and trust companies, 
502 

State banks and trust companies, 
1915 834 
Combined capital, 1910 ........ $16,000,000 
32,000,000 
3,000,000 
10,000,000 
42,000,000 
101,000,000 


Combined capital, 1915......... 
Surplus and profits, 1910 
Surplus and profits, 1915...... 
Deposits, 1910 

Deposits, 1915 


Each call statement since this law 
became effective, with but one excep- 
tion, has shown an increase both in 
number of banks and amount of capital 
stock. From November, 1914, to June, 
1915, there were only four state banks 
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organized, but fror: June, 1915, to the 
present time there have been seventeen 
organized and opened for business, all 
adopting the guaranty fund plan. There 
are now on file in the department appli- 
cations for charters for six banks which 
have not been acted upon. A rigid in- 
vestigation is made before a charter is 
granted, for the purpose of ascertaining 
whether or not a bank is needed at that 
particular point and for the further 
purpose of determining whether or not 
the proposed organizers are suitable 
persons to be placed in control of a 
banking institution. 

The call statement of November 10, 
1915, disclosed more money on deposit 
it. the state banks than ever before in 
the history of this state. In many por- 
tions of Texas, and especially in the 
western part of the state, the banks 
have an unusually large deposit. This 
condition of affairs has a tendency to 
cause some of the less conservative 
banks to become over-extended. 

The guaranty fund law has been in 
operation in both Kansas and Ne- 
braska for about the same length of 
time that it has been in operation in 
Texas and the reports show that it has 
been very successful and has cost the 
banks very little and unquestionably 
has increased the bank deposits of both 
states and made its banks institutions 
for large and popular state service. Ok- 
lahoma is the only state in which the 
law has been tried and found expens- 
ive to the banks, and the defects in the 
law as originally passed have been 
cured to such an extent that it may be 
said that it is now being successfully 
operated in that state. 

The criterion by which every 
must be tested is the quality and quan- 
tity of service which it renders the 
public and, judged by this criterion, I 
am of the opinion that the depositors’ 
guaranty fund law of this state merits 
the highest consideration and the com- 
plete confidence of the people. The 
state banks of this state afford every 
protection to the depositor given by 
those chartered by the National Gov- 
ernment, including the opportunities to 


law 
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avail themselves of the privileges given 
lv the Federal Reserve Act, and in ad- 
dition have the depositors’ guaranty 
fund behind them, the merits of which 
is no longer a subject for debate. The 
laws of this state have made such gen- 
crous opportunities for its banks to 
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serve the public, it appears to me that 
every state bank and state banker 
should also ask that its or his actions 
as a bank or banker shall be tested by 
the criterion suggested above, that is, 
the plain test of service rendered to the 
public. 


Foreign Investment and Commercial 
Preparedness 





By JAMES A. FARRELL, President United States Steel Corporation 





UT, be the competition for foreign 
markets after the war more or less 
intense than heretofore, this fact stands 
out clearly: leaving out of sight the 
gigantic task of repairing the material 
waste of war in Europe, the needs of 
undeveloped countries are growing with 
steadily increasing rapidity. They are 
able to absorb, in one form or another, 
all the complex appliances of our 
modern civilization, all the aids to ma- 
terial comfort and well being that we 
have come to regard as commonplace 
necessities, but with which the world 
at large is but sparingly supplied. The 
demand will not be lacking if we stand 
prepared to meet our prospective cus- 
tumers half way. 
We certainly never were in so good 
a position to take advantage of the op- 
portunities which the world has to offer. 
Since the war began American exports 
have exceeded imports by $1,864,612,- 
581. It is estimated that $1,500,000,- 
000 worth of American securities have 
been repurchased, with a corresponding 
saving on the annual interest charge we 
have been accustomed to remit abroad. 
This achievement, together with the 
rapidly growing gold balance, increased 
use of dollar exchange, successful ne- 
gotiation of loans which have helped to 
readjust sterling exchange and finance 
munition orders, not to mention loans to 


Argentina and the Canadian provincial 
governments, have afforded some justi- 
fication for the idea that the United 
States is in process of replacing Great 
Britain as the “world’s banker.” 

But although much has been done to 
adapt American finance to the opportu- 
nities provided by the Federal Reserve 
Act and by the war, little has been 
accomplished toward discharging the 
function of financing the countries 
which are open for the investment of 
American capital. Until we are ready 
to take advantage of the opening made 
for us by the drying up of the invest- 
ment stream of Europe, the title of 
“world’s banker” will not pass to the 
Western Hemisphere, nor will practical 
Pan-Americanism become a reality if 
Europe continues to be the source of 
the loans necessary to enable our sister 
republics to develop their latent re- 
sources and realize to the full degree 
cf their material prosperity. Foreign 
investment is a commercial prepared- 
ness measure, a source of protection for 
the whole industrial fabric of our coun- 
try, should the world recede to polit- 
ical-commercial policies of trade re- 
striction. It is an element of strength 
in our influence as a nation, should a 
wiser instinct realize that the true guar- 
antee of the world’s peace is the provi- 
sion of equal opportunity for all. 
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Canadian Banking and Commerce 


Annual Review 





By H. M. P. ECKARDT 





N certain respects banking develop- 
ment in Canada during 1915 was 
similar to the development seen in 

the United States. This is notably the 
case as regards growth of deposits. In 
no previous year of Canadian banking 
history has the increase of deposits 
equalled that shown for 1915. It is to 
be remembered that under the Cana- 
dian system the month of January in- 
variably sees heavy contraction of bank 
liabilities in the form of demand de- 
posits and note circulation. In Janu- 
ary, 1915, the aggregate deposits de- 
creased $24,000,000 (most of it being 
in the current account balances), and 
the bank-note circulation contracted 
nearly $9,000,000. Subsequent to Jan- 
uary there ensued a gradual rise in the 
total of deposits until July 31—during 
the six months the aggregate rose from 
$1,137,000,000 to $1,181,000,000, the 
latter amount being only $20,000,000 
greater than the aggregate on Decem- 
ber 31, 1914. Commencing with Aug- 
ust every one of the remaining months 
of 1915 saw a large gain; and during 
the five-month period the total in- 
creased $156,000,000, standing at the 
end of 1915 at $1,337,000,000. As 
compared with the total deposits on 
January 31, 1915, this represents a gain 
of $200,000,000; and a gain of $176,- 
000,000 as compared with December 
31, 1914. 

The issue of $45,000,000 Dominion 
of Canada one and two-year five per 
cents in New York in August, the very 
large Canadian harvests with high 
prices for agricultural products, and 
the extensive amounts of British and 
French funds distributed in the Do- 
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minion in payment of Canadian ship- 
ments of munitions, supplies, etc., are 
the factors primarily responsible for 
the increase of banking resources. The 
effects of the large Canadian Govern- 
ment loan in the United States were 
supplemented by numerous other issues 
of Canadian securities in the American 
market; and, as great care is being ex- 
ercised to keep up the character of the 
bonds, it is hoped that New York will 
continue to take Canada’s offerings 
throughout 1916. Also the payments 
from overseas for munitions and sup- 
plies are likely to continue large; and 
in the form of domestic war loans, etc., 
there will be completed within the Do- 
minion some large internal credit trans- 
actions having a tendency to expand 
the banking liabilities. Therefore at 
the time of writing this article it ap- 
pears to be quite within the possibili- 
ties that further gains in deposits may 
be scored during the present year. On 
the other hand, it is well to recollect 
that much of the increased deposits 
represents temporary money which will 
be withdrawn and expended in a short 
time. 

In disposing of the newly-acquired 
funds the bankers have kept this last- 
mentioned contingency firmly in mind. 
They have regulated loans and dis- 
counts with an iron hand. The rule has 
been nothing for speculation or for new 
ventures not promising to be produc- 
tive at once. Requirements of trade 
and industrial customers have been kept 
down to what they must have to carry 
on their businesses. Consequently the 
current loans in Canada—mercantile 
loans and discounts—as at December 
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31, 1915, stood at $775,000,000, or 
$11,000,000 less than on the same date 
of the preceding year. In the process 
of clearing away the bad credits coming 
to light since 1913 when Canada’s big 
boom culminated, the current loans and 
discounts in the Dominion had been re- 
duced from $858,000,000 to $786,000,- 
000 by the end of 1914. So the greater 
part of the new funds acquired went 
to strengthen the reserves of cash and 
quick assets. Reference to the small 
tuble on a subsequent page shows how 
the immediate available reserves on 
December 31, 1915, compared with the 
preceding year. The increase there 
shown amounts to $129,300,000; and it 
is noteworthy that the greater part oc- 
curred in connection with the call loans 
and bank balances outside Canada, 
New York doubtless getting its full 
share. The ratio of these reserves to 
net liability rose from 27.04 to 32.47. 
The course of the loans and discounts 
in Canada as above noted is at vari- 
ance with the course of loans and dis- 
counts in the United States as shown 
in the abstracts of national bank re- 
ports. On December 31, 1914, the 
aggregate shows at $6,347,000,000; and 
by November 10, 1915, it had risen to 
$7,233,000,000—an increase of $886,- 
C00,000. In the larger country the 
work of providing credits for belliger- 
ent governments in Europe and of tak- 
ing care of American securities sold in 
wholesale fashion by European holders 
has been responsible for a considerable 
expansion of the loan account. 

The bank-note circulation in Canada 
has moved in the past year entirely in 
normal manner. The high point of the 
circulation in 1915 as regards month 
ends was $124,153,685, reached on No- 
vember 30. This is only $400,000 
greater than the largest circulation in 
1914, and the increased agricultural 
vield would fully account for it. 
Throughout the year the chartered 
banks have, as provided for by clear- 
ing-house regulations, continued to re- 
cvem note issues and deposits in legal 
tender money through the clearing- 
houses—notwithstanding that the war 
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relief measures passed in 1914 author- 
izes them to pay everything in bank 
notes. The Dominion notes, however, 
are still under suspension of specie pay- 
ment. <A substantial increase in the 
gold reserves held against Dominion 
notes was effected in 1915. On De- 
cember 31, 1915, the total gold held 
against the note issues was $115,000,- 
000. This compares with $89,000,000 
on December 31, 1914—the increase 
being $26,000,000. In the same period 
the note issues outstanding increased 
from $162,000,000 to $178,000,000 an 
increase of $16,000,000. The gold re- 
serve thus represented sixty-five per 
cent, at the end of 1915, as against 
fifty-five per cent. at the end of 1914. 

The comparative statement of bank- 
ing position as at December 31, 1914, 
and 1915 appears herewith. 


& 


PROFITS AND DIVIDENDS. 


i the matter of net profits the 1915 

results are not so favorable as those 
in 1914, 
ing table of net earnings shows the 
total for 1915 to be $15,585,839 as 


achieved The accompany- 


against $18,024,174 for 1914. It is to 
be noted that the Bank of British 
North America, the fiscal year of which 
ends on November 30, and the Wey- 
burn Security Bank, ending its year on 
December 31, have not published their 
annual reports on date of writing. Put- 
ting in the net results of these two 
banks at the same figures as shown in 
1914 the total net profits for 1915 ap- 
pear as $1,706,000 less than for 1914. 
This reduction follows a decrease of 
nearly $1,200,000 in 1914 as compared 
with 1913. It may be said that the an- 
nual reports in 1915 in practically all 
eases covered periods in which general 
business was depressed. Briefly, the 
reduced earnings were due to contrac- 
tion of ordinary loans and discotnts, 
increased holdings of cash and , quick 
assets, increased taxes and expenses, 
not the least of which has been the pay- 
ment of salaries to employees on ac- 





Note circulation 


Dominion Government deposits 

Provincial Government deposits 

of the public (demand) 

of the’ public (notice) 

than Canada 

of other banks in Canada 

Due to banks in Great Britain 

Deposits of banks in foreign countries............ 


Deposits 
Deposits 
Deposits 
Deposits 


elsewhere 


Bills payable 


Acceptances under letters of credit 


Other liabilities 


Total 


Capital paid 
Rest, or surplus 


Profit and loss balance 


ME cswe-vcirus 


Specie 


Dominion notes 


Circulation redemption fund 
Deposits in central gold reserves 
Notes and cheques other banks 
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LIABILITIES. 
Dec. 31, 1915. 


$122,199,582 
28,446,549 
18,670,317 
423,690,384 
720,990,267 
134,650,183 
17,930,343 
4,433,911 
10,800,160 
3,850,245 
9,070,694 
4,550,981 


*$1,499,283,690 
113,987,577 
112,457,333 

12,263,644 


Pe ee ee er re ree Pei ree $1,737,992,244 


ASSETS. 
Dee. 31, 1915. 
$67,995,610 
145,547,870 
6,775,205 
17,360,000 
78,911,720 


Ioans to other banks 


Deposits in other banks, Canada 
Due by banks in Great Britain 
Due by banks in foreign countries 
Dominion and Provincial securities 
Canadian municipal, ete., securities 
Railway and other bonds 


Call loans, Canada 
Call 
Current 
Current 
Loans to 


loans, 


Overdue debts 


Real estate other than premises 
Mortgages on real estate 


Bank 


premises 


Liabilities of customers (letters of credit) 


Other 


assets 


Total 


assets 


loans, elsewhere 

Canada 

loans, elsewhere 
Dominion Government 
Loans to Provincial Governments 
Loans to municipalities 


15,136,161 
28,655,500 
74,143,694 
15,747,625 
39,978,766 
66,768,836 
84,228,155 
137,157,869 
775,517,947 
58,479,739 
13,415,895 
5,461,553 
30,878,028 
6,631,832 
1,332,764 
1,631,441 
48,494,523 
9,125,694 
5,516,648 


*$1,737,992,244 


*Differences in addition due to omission of cents. 


Specie 
Dominion notes 


Surplus in central reserves 
Net foreign bank balances 


Foreign call loans 


IMMEDIATELY AVAILABLE RESERVES. 


Dec. 31, 1915. 
$67,995,610 
145,547,870 
7,162,685 
98,365,283 
137,157,869 


Dec. 31, 1914. 
$62,569,688 
138,056,339 

5,868,157 
35,427,429 
85,012,964 


$326,934,577 


$456,229,317 


Dec. 31, 1914. 
$105,969,755 
21,462,952 
20,091,309 
349,909,953 
662,830,037 
98,901,413 
8,734,191 
15,893,529 
7.916454 
7,960,509 
12,247,502 
2,728,572 
*$1,314,646,254 
113,916,913 
113,070,859 
13,922,789 


$1,555,556,815 


Dec. 31, 1914. 
$62,569,688 
138,056,339 

6,732,562 
9,700,000 
62,053,441 
126,978 
7,660,751 
10,239,738 
35,427,429 
11,233,636 
22,371,171 
72,055,700 
68,511,653 
85,012,964 
786,034,378 
43,413,760 
5,000,000 
14,104,820 
38,256,947 
6,188,017 
3,484,561 
1,693,831 
46,713,745 
12,247,502 
6,667,038 


*$1,555,556.815 


Per Cent. of Whole. 
1915. 1914. 

15 19 

32 42 

1% 2 

21%, 1] 

30 26 


100 100 
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tive service with the Canadian Expe- 
ditionary forces. All told there were 
about 13,000 men in the employment of 
Canadian banks at the outbreak of the 
war; approximately 3,000 of these have 
enlisted, and the names of a consider- 
able number of them have already ap- 
peared in the casualty lists. 

One bank—the Northern Crown— 
discontinued its six per cent. dividend 
in 1915. This bank is also taking steps 
to reduce its capital from $2,860,000 to 
#1,430,000—it being proposed to put 
$715,000 in rest or suplus account and 
$715,000 into depreciation of assets, 
ete. Another institution—the Home 
Bank of Canada—decreased its divi- 
dend rate from seven to five per cent. 
The Dominion Bank and the Bank of 
Toronto discontinued bonuses of two 
and one per cent. respectively, which 
had been distributed in the last few 
years. Apart from these all dividend 
rates have been maintained. 


NET EARNINGS OF 


There were no bank failures during 
the year 1915. Two amalgamations 
were mooted. In one case the directors 
of the Royal Bank of Canada and the 
Bank of Hamilton had agreed provi- 
sionally for the purchase of the latter 
by the former, but the Minister of Fi- 
nance refused his assent, so the deal 
was abandoned. Also it is understood 
that a proposal of amalgamation was 
submitted by a certain large bank to 
the Northern Crown Bank officials. 
This offer, too, apparently came _ to 
nothing. 

In view of the large transactions 
which the Canadian banks will be re- 
quired to undertake for the Dominion 
Government and other parties in 1916, 
there are hopes that the current season 
will be more profitable. The banks 
tcok $25,000,000 of the domestic war 
Loan of $100,000,000; and they will be 
required to make large advances to mu- 
nition manufacturers and others whose 


CANADIAN BANKS. 


Year 
Ended Net Profits. Div. Paid. 


Bank. 


Bank of Montreal 
‘Quebec Bank 
Bank of Nova Scotia 


*Bank of British N. America.............. May 31 685,691 8 
ee | en Nov. 30 663,074 829,538 11 
PONG TE 5.4 6. 5:60905946050 00008200000. ae 556,194 608,196 11 


Banque Nationale 
Merchants Bank of Canada 
Banque Provinciale 

Union Bank of Canada 


Canadian Bank of Commerce............. Nov. 30 2,352,035 


Dominion Bank 


ON is xe dc nen svedaweoece Nov. 30 424,274 485,265 


Standard Bank of Canada 
Banque d’Hochelaga 


Bank of a de i cae a4 a kwntlvbue ae Nov. 30 531,268 620,691 
Imperial Bank of Canada April 30 1,026,359 1,236,985 
‘Home Bank of Canada...................) 


Northern Crown Bank 
‘Sterling Bank of Canada 
‘Weyburn Security 


*Ouebec Bank profits, 1914, less business toxes. 


1915 1914 1915 1914 
Percent. 

31 $2,108,630 $2,496,452 12 
31 233,420 275,761 7 
31 1,220,057 1,196,116 14 


—_ 


_ 


— 


30 333,207 319,903 8 


_ 


30 995,431 1,218,694 10 
31 196,355 187,866 6 
30 659,688 712,440 9 
2,668,234 12 
Royal Bank of Camadan .......ccccesscsses Nov. 30 1,905,576 1,886,143 12 


— 
WwW CDS We © WS 2 


— 
_— 


31 848,741 925,364 12 


_— 


31 621,463 555,095 
30 530,237 566,614 


— _ 


AAW WwW SO WW 


31 163,929 192,442 
30 100,790 21,288 
30 115,111 107,042 

48,354 





$15,585,839 $18,024,174 


; “Bank of British North America in 1914, changed the fiscal year to make it end November 30, and 
eported for full year ending November 30, 1914, net profits of $536,576. Results for year ending 


November 30, 1915, not published at date of writing. 


of directors being domiciled in London, England. 


Delay arises on account of head office and court 


‘Home Bank of Canada reduced dividend to five per cent. after May 31, 1915, end of its fiscal year. 
‘Sterling Bank of Canada profits, 1915 and 1914, less taxes. ‘ 
‘Weyburn Security Bank, 1915 profits not published at date of writing. 
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business is now active. These transac- 
tions should provide employment for 
some of the surplus funds. 


& 


PRODUCTION AND TRADE 
N comparison with the agricultural 
results achieved in 1914, the 1915 

harvests show up in strikingly favorable 

manner. Owing to dry weather in 

Western Canada the three prairie prov- 

inces—Manitoba, Saskatchewan and 

Alberta—experienced a partial crop 

failure in 1914. The loss then sus- 

tained was more than made good in 

1915. The accompanying table of 

yields for the above-named western 

provinces shows the nature of last year’s 
harvest and the comparison with the 
eight years immediately preceding. 


Wheat 
Bushels. 
70,922,584 
96,863,689 

119,200,000 
101,236,000 
169,725,000 
196,000,000 
188,878,000 
134,445,628 
304,200,000 


For the whole of Canada the wheat 
yield is placed by the Dominion Gov- 
ernment at 336,000,000 bushels, as 
against 160,000,000 bushels in 1914. 
Canada therefore ranks fourth among 
the wheat-producing nations of the 
world; and India, which ranks third, 
was ahead of Canada in 1915, to the 
extent of only 47,000,000 bushels. The 
value of the wheat; grain, root and fod- 
der crops in 1915 is estimated to be 
about $800,000,000, which figure is 
$160,000,000 greater than the value of 
the 1914 crop, and about $250,000,000 
greater than 1913. There has been a 
strong demand from England and 
France for the Western Canadian 
wheat since the beginning of October. 
It is understood that some of the wheat 
from the Western States, graded Chi- 
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cago “No. 2,” and sold to Europe, did 
not arrive at its destination in good 
condition; and the circumstance tended 
to increase the demand for the hard 
dry wheat produced in Manitoba and 
Saskatchewan. Shipments of Canadian 
wheat passing out to Europe through 
the port of New York were very heavy 
in October and November, and negotia- 
tion of the sterling bills drawn there- 
against helped materially to turn the 
exchange with the United States in 
Canada’s favor during the latter part 
of 1915. 

An unusual circumstance affecting 
Canada’s wheat trade took place to- 
wards the end of 1915 when the Do- 
minion Government without notice com- 
wwandeered 15,000,000 bushels of wheat 
in store at Lake Superior terminals, for 
the purpose of ensuring a sufficient sup- 
ply for the British Government. Al- 
though the Dominion authorities loaned 


Oats 
Bushels. 


74,513,000 
108,987,000 
163,998,000 
108,301,000 
185,570,000 
224,500,000 
208,308,000 
150,474,500 
305,680,000 


Barley 
Bushels. 
19,187,000 
24,050,000 
30,542,000 

7,130,000 
33,300,000 
49,600,000 
35,432,000 
28,900,916 
33,000,000 


the grain immediately to the dealers 
who had previously owned it, this trans- 
action tended to put prices up and some 
think that with further purchasing by 
the Allies on a large scale there will be 
a firm market through the spring and 
summer. 


& 


MUNITIONS OF WAR 


HE other factor greatly influenc- 

ing Canadian industry and trade 
during the year is the rapid development 
of the business of supplying war mu- 
nitions, ete. Of course, Canada cannot 
equal the performances of the United 
States in this respect, but she can nev- 
ertheless show excellent results. Sir 
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Edmund Walker, president of the Ca- 
nadian Bank of Commerce, gave the fol- 
lowing details at the annual meeting of 
his bank early in January, 1916. He 
said the Imperial Munitions Board has 
given orders in Canada for shells hav- 
ing a value of $282,000,000. Adding 
to this the orders for cartridge cases, 
primers, forgings, friction tubes, etc., 
a total of $303,000,000 is reached. Up 
to the end of 1915 payments of about 
$80,000,000 had been made on this 
work; and the monthly output is’ now 
running in excess of $30,000,000. Sir 
Edmund stated that there are 422 
plants working directly on these orders. 
Apart from the orders for shells, etc., 
there are the operations of the War 
Purchasing Commission which deals 
with all the sundry requirements of the 
army. The Commission has bought 
heavily in Canada such items as boots, 
clothing, leather goods, rifles and small 
ammunition, telephone equipments, 
tcols, rubber articles, camp, barrack and 
hospital equipment, beef and bacon, 
horses and live cattle, wheat, flour, oats, 
hay, ete. Altogether Sir Edmund esti- 
mates that during 1915 and 1916 Can- 
ada will have received more than 
$500,000,000 in connection with these 
war purchases. It is to be noted that 
this is the careful calculation of a 
banker not given to exaggeration. 
While this trade only began to reach 
its heavy volume in the latter part of 
1915, it has affected the foreign trade 
quite noticeably. Prior to 1914 the ex- 
perts of Canadian manufactures ran 
semething like $50,000,000 per year, 
or a little more than $4,000,000 per 
month. For the calendar year 1913 
these exports constituted roundly 
twelve per cent. of the total exports of 
Canadian produce. According to the 
trade reports for the twelve months 
cuding November, 1915, the exports of 
manufactures were nearly $138,000,000 
—the average per month being about 
$11,500,000. During that period the 
manufactures represented more than 
twenty-four per cent. of the total ex- 
rts. If the war continues through- 
cut 1916 it is to be expected that the 
verage monthly shipments of this class 
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of exports will be even greater than the 
figures named above; and if in the 
course of the present year there should 
be political developments in the United 
States tending in the directon of an 
embargo or undue restriction of exports 
of war supplies, Canada’s contributions 
would quickly assume very large totals. 
The action of the Dominion Govern- 
ment in applying half of the proceeds 
of the Domestic War Loan of $100,- 
600,000 for the purpose of making ad- 
vances to the British Government in 
connection with purchases in Canada 
is expected to have some effect in stim- 
ulating Canada’s activity in this line. 
The Canadian banks are also making 
large advances to the manufactures for 
the same purpose and have also made 
arrangements with the French Govern- 
ment for advances to facilitate French 
purchases. 
oF 


REVOLUTION IN FOREIGN 
TRADE 


HE above-mentioned circumstances 

have been influential in effecting 
for the time being a complete revolution 
in Canada’s foreign trade. Thus in the 
calendar year 1913 the imports for 
home consumption were about $665,- 
000,000, as against exports of $420,- 
000,000—the excessive imports being 
$245,000,000. For the twelve months 
ending November, 1915, the imports 
were $435,000,000, as against $559,- 
000,000 exports—the latter being 
$124,000,000 greater. This reflects an 
improvement in balance of $369,000,- 
000, effected in the course of two years. 
The improvement arises through cutting 
down imports and expanding exports. 
As the export figures for the first nine 
months of 1915 were unfavorably af- 
fected by the crop shortage in the fall 
of 1914, and as there is still a large 
portion of the heavy crop of 1915 to go 
out, it is expected that the excess of 
exports during the current year might 
reach $250,000,000. It is calculated 
that about $150,000,000 a year is now 
required to cover the Dominion’s inter- 
est and dividend payments abroad. So 
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it appears that after providing for these 
there will be a substantial balance 
available for other purposes; and it was 
this development along with the desire 
to relieve London that led the Financial 
Minister in conjunction with the bank- 
ers to make arrangements for the Do- 
mestic War Loan. 

The January, 1916, commercial let- 
ter issued by the Canadian Bank of 
Commerce places the total mineral pro- 
duction of the Dominion for 1915 at 
$140,000,000 — $10,000,000 greater 
than in 1914. “Gold, nickel, copper 
and coal ore largely responsible for this 
increase. In Ontario the output of the 
nickel and gold mines has been increased 
substantially, and that of the silver 
mines has fallen off somewhat, owing 
tc the low prices prevailing for a large 
part of the year. On the other hand 
prices of nickei and copper are higher. 
The metalliferous mines of British Co- 
lumbia are experiencing better condi- 
tions than they have hitherto done, and 
the impetus thus given will no doubt 
lay the foundations of a steady ex- 
pansion in output.” 

The Canadian lumber business was 
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greatly depressed in 1914 and in the 
early part of 1915. Export business 
has been greatly handicapped by lack 
of tonnage. This difficulty still con- 
tinues, but there has been latterly con- 
siderable improvement in the home mar- 
ket, especially in the western provinces. 

The fisheries have been a source of 
unusual prosperity, the catch being sat- 
isfactory and prices better than usual. 

Immigration has fallen to very small 
figures. It is estimated by the “Mone- 
tary Times” that for fiscal year end- 
ing March 31, 1916, the total immigra- 
tion will not be above $40,000. This 
compares with a total of 85,010 in the 
1914-15 fiseal year, and 277.348 in 
1913-14. For the first seven months of 
the current fiscal year new settlers from 
the United States numbered over 23,- 
¢00—constituting about three-quarters 
of the total immigration. Although the 
movement of American farmers into the 
western provinces has diminished, it has 
not altogether ceased: from April to 
September, 1915, there were about 10.- 
000 homestead entries—many of them 
being by Americans. 


Business Men Not to be Ignored 


G PEAKING of the suecessful Amer- 
ican business man in a recent issue 


of the “World’s Work,’ Otto H. Kahn 


suggests that we “carefully refrain 
from so hampering and confining the ac- 
tivities of business men as to lame the 
initiative, weaken the self-reliance, chill 
the enterprise and zeal and joy of work 
which have always been their character- 
istics and which have so greatly con- 
tributed toward the marvelous develop- 
ment of this country. Let us have no 
patience with the presumption that men 
who, mostly from small beginnings, have 
fought their way to the top after having 
passed through the hard and searching 


test and discipline of business, are to be 
ignored or distrusted in the shaping of 
the industrial and economic policies of 
the country, because of alleged incap- 
acity or unwillingness to take a broad 
and patriotic view of national questions 
directly or indirectly affecting their own 
interests. Let us lend no countenance 
to the presumption that patriotism, vir- 
tve, and knowledge reside primarily 
with those who have been unsuccessful, 
those who have no practical experience 
of business, nor yet, be it said with all 
respect, with those who are politicians 
or office holders.” 
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Should Banks Charge a Fee for 
Presenting Drafts 





ANKERS and business men are 
manifesting considerable interest 
in the action of the banks in Wisconsin 
which have adopted a rule to the effect 
that hereafter they will make a charge 
for presenting drafts and for supplying 
credit information. There is some dif- 
ference of opinion as to the propriety 
and economic soundness of the practice. 
It is expected that the credit men’s 
associations will take the matter up and 
that action will be taken either for the 
purpose of prevailing upon the Wiscon- 
sin banks to discontinue the practice or 
else of making the policy more uniform 
throughout the country. 

At the present time many business 
concerns make it a practice of taking 
names of banks out of banking direc- 
tories and sending drafts to institutions 
for collection, realizing in many in- 
stances that the same are likely to be 
returned unpaid. In cases where pay- 
ment is made the bank attending to the 
presentation and collection is compen- 
sated, but when the merchant refuses to 
pay the draft the bank finds that it has 
rendered service and perhaps undergone 
some expense without any remuneration 
whatever. It is with the view of cor- 
recting or discouraging this practice 
that the Wisconsin banks have taken 
the stand that they would hereafter in- 
sist upon being paid for their work. 

The Wisconsin banks believe that bet- 
ter service would be rendered to the 
drawers of drafts if a small fee were 
imposed for their presentation whether 
or not such drafts were paid. In con- 
sideration of this charge more attention 
could be devoted to presentation and, 
if payment were refused, more explicit 
information furnished regarding the 
reasons for the drawee’s refusal. At 
the Minneapolis convention of the Na- 
tional Association of Credit Men in 
1911, a recommendation was made call- 
ng for the adoption of a draft that 


would be approved by the American 
Bankers Association, and in the use of 
which a small initial fee would be im- 
posed upon the drawer. In considera- 
tion of this fee members of the Ameri- 
can Bankers Association would exert 
their utmost efforts for the collection of 
such drafts, and in the event of refusal 
of payment would give to the drawer 
aa explanation dependable and explicit, 
with such reasons as the bank might be 
able to obtain. Nothing was done in 
pursuance of this recommendation. 

As regards the charge for credit in- 
formation, the reason for making a 
charge is that the banks are called upon 
so generally for information, whether 
they have been specifically referred to 
by customers or not, that under the 
present system replies are necessarily 
very brief. It is thought that if a small 
charge were made for the information, 
answers would be made with greater 
“are and more serviceable information 
would be furnished. 

In discussing the matter, an official of 
the National Association of Credit Men 
said: “It is our impression that, de- 
spite the rule, whenever members are 
referred to banks in Wisconsin and in- 
quiries are made of such banks with the 
explanation that they have been referred 
to, the information will be furnished 
without charge. We cannot guarantee 
of course that such will be the case; but 
we believe that the rule adopted for the 
imposing of a charge for credit infor- 
mation refers to general inquiries, and 
that the leading banks of Wisconsin 
consider themselves at liberty to furnish 
information upon customers when direct- 
ly referred to. In these cases the ex- 
planation should be made with every 
inquiry that the banks have been re- 
ferred to. But when information is de- 
sired in cases where reference has not 
been made to a bank the charge will be 
adhered to.” 
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NATIONAL BANK OF COMMERCE IN NEW YORK 
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National Bank of Commerce 
in New York 





EARLY seventy-seven years ago 

—to be more exact, on April 3, 
1839,—the Bank of Commerce 

in New York was organized as a state 


inking institution. During its exist- 
ie as a state bank—from 1839 to 
364—and as a national bank—from 


1864 to the present—covering a period 
of more than three-quarters of a cen- 
tury of banking service, it has filled a 
most important place among the banks 
of the United States as well as of the 
City of New York. Today the National 
Bank of Commerce in New York, in 
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R. G. Hurcuins, Jr. 


VICE-PRESIDENT NATIONAL BANK OF COM- 
MERCE IN NEW YORK 


point of strength of management, ade- 
quate capital, large resources, physical 
equipment, and the departmental or- 
ganization necessary to complete bank- 
including likewise domes- 
-ranks 
among the leading banks of the coun- 


ing service— 
tic and _ foreign connections- 
try. When either the state of New 
York, or the Federal Government has 
required banking Support or assistance, 
the Bank of Commerce has responded 
with promptness and liberality, thus 
discharging the semi-public functions 
which its officials have ever considered 
a part of their duty. In every commer- 
cial and financial crisis—and there have 
been many in the long years since 1839 
—the bank has not only preserved its 
own standing intact, but the counsels of 
those who from time to time have di- 
rected the management and all the 
bank’s acts have tended very powerfully 
to help in maintaining confidence in the 
local and general banking and commer- 
cial situation. 


H. P. Hower 
VICE-PRESIDENT NATIONAL BANK OF COM- 
MERCE IN NEW YORK 


Thus the large business and exten- 
sive public confidence now enjoyed by 
the National Bank of Commerce in 
New York are a legitimate and proper 
reward of sound and efficient banking 
service and a due recognition and ful- 
fillment of the bank’s community obli- 
gations on the part of the management. 


oF 
HISTORICAL 


HE stormy financial period of 1837- 
1839 brought about some striking 
changes in banking conditions. A panic 
of great intensity in the former year 
was followed by one of lesser severity 
in the latter. In 1836 the charter of 
the Bank of the United States had ex- 
pired, and that institution under its 
Pennsylvania charter had begun to 
show signs of that weakness which 
shortly afterwards culminated fatally. 
It was felt in New York at that time 
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that a strong bank was needed that 
should be a firm support to the com- 
mercial community. Fortunately, the 
free banking law was then in effect 
which rendered the formation of a new 
bank a much easier matter than it had 
been formerly. The organization was 
on a seale commensurate with the func- 
tions the new bank was expected to ful- 
fill in place of those surrendered by the 
Bank of the United States. Provision 
was made for a subscription of part of 
the authorized capital of $20,000,000 
by the United States and by the states 
individually. 

The Bank of Commerce was organ- 
ized at the beginning of 1839 but did 
not begin business until April 3. Its 
original capital was $5,000,000, dis- 
tributed among 624 shareholders. For 

time it had a monopoly of the local 
deposits of the Federal Government, 
but soon the other banks shared the 
privilege of acting as custodians of the 
public funds. When in 1856 the capital 
was increased to $10,000,000, only thir- 
teen additional stockholders were ac- 
quired, the then existing 2,156 stock- 
holders subscribing to practically the 
entire issue of new stock. 

One of the events which have sig- 
nalized its career was the introduction 
of clearing-house certificates in 1860 
when John Austin Stevens, the bank’s 
president, was also president of the 
Clearing House Association. In that 
same year, when Secretary of the Treas- 
vry Philip F. Thomas was authorized to 
issue Treasury notes to pay the inter- 
est on Government bonds, and asked 
for subscriptions to five million dollars 
of such notes, less than $2,500,000 was 
bid for and at interest rates ranging 
as high as thirty-six per cent. The 
Bank: of Commerce in New York came 
to the aid of the Government and took 
the entire five million dollar issue at 
twelve per cent. 

The following year, when Governor 
\dwin D. Morgan, a director of the 
link, appointed Jacob R. Schuyler 
agent for New York State to purchase 
arms in England, the Bank of Commerce 
i: New York gave him credit for £100,- 
600 on Baring Brothers & Co. of Lon- 
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don, and shortly afterward increased it 
by £35,000. This was before the 
United States Government handled its 
own purchase of munitions of war. 

In 1862 the “invaluable service 
cheerfully rendered to the state in its 
efforts to sustain the general govern- 
ment for the past twelve months” by the 
Bank of Commerce was recognized by 
the gift of a national flag presented to 
the bank by the State of New York. 
The Federal Government _ likewise 
availed itself of the services of the 
bank which opened credits with Baring 
Brothers of London, totaling £585,000 
for it in 1862. 

In 1864 the National Bank Act of 
1863 was so amended that the Bank of 
Commerce in New York could and did 
become a national bank and still re- 
tain for its shareholders the single lia- 
bility on their stock holdings. In the 
debate on the amendment, which was 
introduced with this bank in view, Sen- 
ator Sherman said: “It was deemed of 
vital importance that this bank, being 
the largest banking institution in the 
United States, should embrace the pro- 
visions of the act. They are very 
strong; they now hold ten million dol- 
lars of our securities; they have been 
friends of the Government; they have 
loaned their money freely.” 

In 1877 the capital stock was re- 
duced from ten to five million dollars, 
at which figure it remained until, in 
1900, the National Union Bank was 
consolidated with the National Bank of 
Commerce, when the capitalization 
was increased to ten million dol- 
lars. In 1903 the capitalization was 
increased to twenty-five million dollars, 
and the business of the Western Na- 
tional Bank was absorbed. The state- 
ment to the Comptroller of the Curren- 
cy December 31, 1915, showed: capi- 
tal, $25,000,000; surplus and undivided 
profits, $17,574,817, and total resoure- 
es, $309,056,792. 

In 1879, when Secretary of the Treas- 
ury John Sherman took advantage of the 
improved credit of the Government to 
refund at four per cent. the outstand- 
per cent. bonds, President 

Vail of the Bank of Com- 


ing six 


Henry F. 





THE BANKERS 


J. Howarp Arprey 
VICE-PRESIDENT NATIONAL BANK OF COM- 
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merce wired the Government a_ sub- 
scription for forty million dollars of the 
four per cent. bonds, Secretary Sher- 
man required a second telegram to con- 
vince him that “forty” was right and 
not merely “four” before accepting the 
offer. 

The bank bought a large amount of 
Government 5 per cent. bonds in 1894 
after the free silver scare, to stop the 
general alarm, and afterwards partici- 
pated in a hundred million dollar syndi- 
cate to purchase these securities. 

As long ago as 1854 the directors of 
this bank recognized the value of con- 
tentment on the part of its employees 
and established a yearly bonus plan, 
payable at Christmas time; five per 
cent. of their yearly salary to employees 
efter their first five years of service, and 
ten per cent. after their first ten years 
of service. During the latter years of 
the Civil War and for many years 
thereafter the bank’s directors saw the 
difficulty for men with small fixed in- 
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comes to live comfortably in view of 
the rise in the prices of commodities 


and voted their employees bonuses 
ranging from twenty per cent. to fifty 
per cent. a year until better times came. 
The bank has furnished its employees 
a daily luncheon since 1866, and in 
1884 it established a pension system. 
Two years ago last December the direc- 
tors went further in this welfare work, 
inaugurating what has been felt to be 
the best plan of pension, life insurance 
and disability insurance that has yet 
been inaugurated by any manufactur- 
ing, financial or railroad interest. 
During the seventy-seven years of ex- 
istence the bank has never moved more 
than a few blocks. Its first home was 
in the Merchants Exchange building at 
46 Wall street. In 1842 it shared the 
building on what is now the site of the 
United States Assay Office. In 1855 it 
bought a lot 74 feet 9 inches on Nas- 
sau street by 108 feet 7 inches on Ce- 
dar street for $250,000, -and erected on 
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this corner a four-story building into 
which it moved the following year. It 
has never moved from this site since, 
but in 1894 it bought the adjoining lot 
for $225,000, giving it 101 feet front on 
Nassau street, and moved to temporary 
quarters at Nassau and Liberty streets 
while erecting its present building into 
which it moved on May 3, 1897. 


& 


THE MANAGEMENT 


THE Bank of Commerce was founded 

by two bankers, two capitalists, 
two lawyers (one of whom was Chan- 
cellor Kent) and twelve merchants, as a 
strictly commercial bank, and _ the 
founders became its first board of di- 
rectors. During its entire history it 
has had on its board a large representa- 
tion of the commercial interests of the 
country. 

The bank’s list of presidents contains 
the names of many distinguished men. 
Its first president was Samuel Ward, a 
descendant of the Governor Samuel 
Ward, of Rhode Island, who refused to 
enforce the Stamp Act, and was a mem- 
ber of the first two Continental Con- 
gresses. Julia Ward Howe, his distin- 
guished daughter, wrote: “When New 
York was about to repudiate its debt, 
after Andrew Jackson’s refusal to re- 
new the charter of the Bank of the 
United States, my father understood 
that his firm, Prime, Ward & King, 
should negotiate with English corre- 
spondents a loan to carry the State over 
the period of doubt and difficulty. A 
little later a dray, loaded with kegs, on 
which were inscribed the letters 
“P. W. K.” was seen in Wall street. 
Those kegs contained the gold just sent 
to the firm from England to help our 
state through this crisis.” 

Mr. Ward’s tenure of office was brief, 
and after his death John Austin Ste- 
vens, Yale, 1813, was elected president 
l‘ecember 5, 1839. General Ebenezer 
“tevens, his father, participated in the 

oston Tea Party.” Mr. Stevens re- 


signed in 1866, but remained a director 
until his death in 1874. Charles Handy 
Russell, who was an original associate 
and a member of the first board of di- 
rectors, was the next president. In 
1866 he was succeeded by Robert Lenox 
Kennedy, who held the office until 1878 
when Henry F. Vail was elected. Mr. 
Vail was president from 1878 until 
1882, and Richard King for the ten 
years following. W. W. Sherman was 
president from 1892 to 1899, and Jo- 
seph Clifford Hendrix from 1900 to 
1963, when Valentine P. Snyder was 
elected. Mr. Snyder resigned in 1911 
and James S. Alexander has been presi- 
dent since September of that year. 

[A portrait of Mr. Alexander appears 
as a frontispiece in this number of Tue 
Bankers MaGazine. | 

Men of the highest eminence in com- 
merce and finance have been officers and 
directors of the bank. Its vice-presi- 
dents have included men like the late 
A. A. Low and the late J. Pierpont 
Morgan, Sr., and such men as John 
Jacob Astor, John S. Kennedy and 
Alexander E. Orr have been directors. 
These names, and others almost or 
quite as well known in the commercial 
and banking world, illustrate the char- 
acter of the management throughout 
the bank’s history, and the high tradi- 
tions of the past are well sustained by 
the present management, composed of 
the following officers and directors: 
Officers: President, James S. Alexan- 
der; vice-presidents, R. G. Hutchins, 
Jr., Herbert P. Howell, J. Howard 
Ardrey, Stevenson E. Ward and John 
E. Rovensky; cashier, Faris R. Rus- 
sell; assistant cashiers, A. J. Oxenham, 
William M. St. John, Louis A. Keidel, 
A. F. Maxwell, John J. Keenan, Gas- 
ton L. Ghegan and A. F. Broderick; 
manager foreign department, Franz 
Meyer. 

Directors: James S. Alexander, E. J. 
Berwind, Paul D. Cravath, William A. 
Day, Henry W. de Forest, James B. 
Duke, Daniel Guggenheim, Herbert P. 
Howell, R. G. Hutchins, Jr., Adrian 
Iselin, Jr., James N. Jarvie, A. D. 
Juillard, Alvin W. Krech, Charles La- 
nier, A. W. Mellon, Charles A. Pea- 
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J. EK. Rovensky 
VICE-PRESIDENT NATIONAL BANK OF COM- 
MERCE IN NEW YORK 


body, Charles H. Russell, John G. 
Shedd, Valentine P. Snyder, H. B. 
Thayer and Harry Payne Whitney. 

The National Bank of Commerce in 
New York includes among its deposi- 
tors thousands of banks, banking 
heuses and individuals, throughout the 
country, leading mercantile and 
manufacturing companies, both foreign 
and domestic, and is also correspondent 
of government banks of European and 
South American countries. 

After the recent passage of the Fed- 
eral Reserve Act the bank promptly 
signified its intention of coming in 
under the new system and at the same 
time relinquished the single liability of 
its shareholders, thus placing it on a 
par with other national banks in this 


and 


Undivided 
Surplus and 
Profits. 


As at close 
of Dec. 31. Capital. 


Gross Deposits. 


Faris R. Russewy 


CASHIER NATIONAL BANK OF COMMERCE 
IN NEW YORK 


respect. The bank has been very pros 
perous and has had an uninterrupted 
record of the payment of dividends 
from its beginning. 


& 
THE BANK’S GROWTH 


INCE the establishment of the 

Bank of Commerce the City of New 
York and the United States have ex- 
perienced a wonderful growth in popu- 
lation, and wealth. New 
York has become one of the world’s 
foremost cities in trade, size, and in 
financial power. To the commercial 
and financial growth of the city the 
Rank of Commerce has contributed by 
the skill and strength of its manage- 


commerce 


Net Deposits. Total Assets. 


S111,198,000 
190,457,000 
197,812,000 


316,255,000 


1900 . $10,000,000 
1905 25,000,000 
1910 25,000,000 
1915 25,000,000 


$49,754,000 
110,539,000 
117,389,000 
214,296,000 


$6,139,000 
12,071,000 
16,349,000 
17,056,000 


$87,152,000 
140,665,000 
143,757,000 
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ment. And while the city and country 
were growing the bank was growing 
also, as may be seen from the table pre- 
ceding. 

From this brief sketch it will be seen 
that the National Bank of Commerce 
in New York for seventy-seven years 
has stood as an example of good bank- 
that it has been mindful of its 


ing; 
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obligations to the country, to its share- 
holders, to the public and to its own 
employees, and that as a result of good 
service and prudent policies it has 
grown in size and strength, and _to- 
day possesses the sound reputation and 
sterling character which assure for the 
future the maintenance of the honor- 
able record it has upheld in the past. 


TUALUUUAUEOUUOEUUUOUUAAUEEAUU EAU EATA AAA AA 


Trade Acceptances Favored 





N a recent address before the New 
York Credit Mens Association, Mr. 
Paul Warburg of the Federal Re- 

serve Board made a strong plea for a 
wider use of trade acceptances. A por- 
tion of his address follows: 

“Until now, we have been laying the 
foundation and installing the machinery 
for future operations. I believe we 
have fairly finished this first part of our 
task, and further development will from 
now on depend to a large degree upon 
the banks and the public. 

“In order to remain liquid and de- 
serving of the unqualified confidence 
they require, reserve banks must employ 
their funds in investments of the most 
liquid character only. The larger the 
amount of such paper that is available 
ihe larger will be the field of operation 
open to these banks and the better can 
they perform the function of either em- 
ploying their funds freely or, with equal 
freedom, collecting their maturing pa- 
per and keeping their funds idle when 
that course is indicated. In order ef- 
lectively to develop their operations, 
ederal Reserve banks cannot depend 
upon the borrowing requirements of 
iheir member banks alone, since that, in 
many districts, would be a wholly in- 
‘\dequate field for their activities. The 
first year’s experience has already 
shown that they must look largely to 


open market operations, such as pur- 
chases of bankers’ acceptances, bills of 
exchange, warrants, United States 
bonds, ete., in order to secure their 
share of business and influence. 
‘““Their most important field, in this 
respect, is the bankers’ acceptance ; the 
use of which it is confidently hoped will, 
from now on, steadily increase. Unfor- 
tunately, the development of this 
method of financing importations and 
exportations has thus far been compara- 
tively slow. Either the merchant, or 
the banks, or both, lack the full appre- 
ciation of their opportunities—we 
might say of their national duties—in 
this respect. While great headway has 
already been made and while it is real- 
ized that real progress must be gradual 
and that some of the foreign banks now 
occupying the field are blocking our way 
as far as they can, we ought, neverthe- 
less, to be further advanced in this di- 
rection than we are today. With our 
acceptance discount rate at about two 
per cent., against the British discount 
rate of about five per cent.; with our ex- 
change for dollars high and secure, 
while European exchanges are low and 
unstable, we ought today to be doing a 
lerger acceptance business. A few of 
our banks have been very energetic; 
others have been wholly inactive, partly 
because of ignorance of the m*thods to 
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be employed, partly because of their in- 
ability or unwillingness to secure men 
who are expert in this business. Some 
banks, I suspect, prefer at this time to 
make cash advances rather than to grant 
acceptance credits, because they wish to 
employ their own funds. That, how- 
ever, is short-sighted policy. Every ef- 
fort ought to be bent at this time, both 
at home and all over the world, to in- 
troduce the use of our bankers’ accept- 
ances. It is inevitable that at the end 
of this unfortunate war we shall be the 
one nation to which logically the world 
will look for credit facilities. To grant 
these acceptance credits will be one of 
the functions which, from now on, we 
shall be called upon to perform in a 
constantly growing measure. Not only 
is it wise for the accepting firms to take 
up with energy this branch of banking, 
but, for the future of the Federal Re- 
serve System, it is of the utmost import- 
ance that our banks should hold as an 
asset hundreds of millions of this most 
liquid paper which, at any time, they 
can dispose of to the Federal Reserve 
banks. This will not only widen the 
field of operation open to our Federal 
Reserve banks, but will prove a source 
of safety for us in our international 
financial relations. Incidentally, I am 
looking forward to the time when even 
country banks will carry these bankers’ 
acceptances as quick assets rather than 
demand balances with other banks. 
“The Federal Reserve Board hopes 
that we may succeed in securing a 
broadening of the powers of national 
banks so as to permit them to accept, 
not only against transactions involving 
the importation or exportation of goods, 
but also against domestic transactions, 
secured by the pledge of readily mar- 
ketable staples, by goods actually sold, 
or by shipping documents covering 
goods in course of transportation. It is 
easy to see the great influence that such 
an amendment to the present law would 
have in equalizing rates. If cotton, 
properly warehoused in Texas, can be 
pledged to an accepting bank in Texas, 
Chicago or New York, the proceeds of 
the acceptance at the discount rate of, 
let us say, two per cent., would flow 
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from whatever would be the lowest dis- 
count market into Texas and relieve the 
banks in that district. 

“And here we touch upon a_ point 
that I would wish to impress upon your 
minds, namely, equalization of discount 
rates is dependent upon standardization 
of credit, and it can not be brought 
about by legislative enactment or Gov- 
ernment machinery, but only by the ac- 
tion of the banks and business men 
themselves. Farmer Jones may be able 
to secure money from his bank on his 
own note only at six or seven or eight 
per cent., but if he can store his grain or 
cotton with a properly organized ware- 
house and secure the acceptance of a 
good bank, the bill will sell at the low- 
est rate; provided the accepting bank is 
sound. It does not matter whether 
money at that time be higher at New 
Orleans or Minneapolis than at Chicago 
or New York; if the New Orleans or 
Minneapolis bank’s acceptances are 
good they will sell substantially at the 
same low rate as those of the banks in 
Chicago and New York. Raise the 
standard of banking and warehousing— 
use modern banking methods—and 
equalization of interest rates must fol- 
low automatically. No law will ever 
remove the difference between good and 
bad. There are different grades in cot- 
ton and grains, and, similarly, there are 
different grades in credit. We can not 
equalize credits, but we can bring about 
equalization of interest rates for sim- 
iar grades of credit all over the coun- 
try. 

“And now a word about trade ac- 
ceptances. I have read with the keen- 
est interest the very intelligent articles 
that you have published in the Bulletin 
of the National Associaion of Credit 
Men, and the speeches made by your 
officers concerning this topic, and I con- 
gratulate you upon the excellent work 
that you are doing in the matter. You 
have clearly pointed out that the trade 
accepance offers the great advantage of 
converting a non-negotiable book ac- 
count into a live liquid asset, and you 
are doing a most valuable work of ed- 
ucation when you teach the merchant or 
manufacturer that, under the present 
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system, having sold his goods, he has to 
borrow on his own promissory note, 
using his own credit, while, if he adopt- 
ed the system of trade acceptances, se- 
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curing the obligation of the customer 
purchasing the goods, he would be sell- 
ing an asset instead of incurring a 
debt.” 


QUVAEUUEAUUANUENUOAENUANUANOADCGUOAUEODEODOOUEGUEOUAGEUUGDOOUEOOEOUEOUEOUEOUEGUEGEEUOGDOGUONNEGOEOOEOUEGUEOEOOOGGUOOOOOUEODOOOEOOEGUEGUOUOOGOOUEOOOOUOOU EGU OOO OOUOOOONEE) 


Retirement of National Bank Circulation 





N ATIONAL banks were allowed 

to begin selling their Government 
bonds and retire their national bank cir- 
culation based thereon, beginning De- 
cember 23, 1915. The Federal Reserve 
Act provides that two years after the 
passage of the act the retirement of cir- 
culation and the purchase of the Gov- 
ernment bonds by the reserve banks 
may begin. The two years will have ex- 
pired this December. 

Some have made inquiries regarding 
this matter and it is presumed that some 
national bank notes will be retired 
through the sale of Government bonds 
to the reserve banks. This matter will, 
however, have to be arranged through 
the Reserve Board. The board has given 
notice that the banks desiring to avail 
themselves of this privilege may make 
application at any time they desire. The 
assignment of these applications to sell 
to reserve banks will not, however, be 
made by the board until next spring. 
The board will not require the reserve 
banks to purchase any of these bonds 
prior to the quarter ending March 31, 
1916. 

The following notice on this subject 
has been issued: 

“The Federal Reserve Board has re- 
ceived letters from banks desirous of 
disposing through the Treasury of the 
United States of United States 2 per 
cent. bonds belonging to them. 

“Section 18 of the Federal Reserve 
Act provides: 

“After two years from the passage of 
this act * * *, any member bank de- 


siring to retire the whole or any part of 
its circulating notes, may file with the 
Treasurer of the United States an ap- 
plication to sell for its account, at par 
and accrued interest, United States 
bonds securing circulation to be retired. 

“The Treasurer shall at the end of 
each quarterly period furnish the Fed- 
eral Reserve Board with a list of such 
applications, and the Federal Reserve 
Board may, in its discretion, require the 
Federal reserve banks to purchase such 
bonds from the banks whose applica- 
tions have been filed with the Treasurer 
at least ten days before the end of any 
quarterly period at which the Federal 
Reserve Board may direct the purchase 
to be made. 

“This provision does not become ef- 
fective until December 23, 1915. The 
end of the first quarterly period follow- 
ing that date is December 31, 1915. In 
order to comply with the terms of the 
statute, applications would have to be 
filed with the Treasurer ten days before 
this time, or by December 21, 1915. In 
other words, the application would have 
to be filed at a time when this particular 
provision of the act is not in operation. 

“The board has now determined that 
it will not undertake to require banks to 
purchase any bonds for the retirement 
of circulation prior to the end of the 
quarterly period closing March 31, 
1916. It will, however, permit banks 
to begin filing applications as soon as 
they see fit, notwithstanding that as- 
signments will not be made until the 
date already indicated.” 
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Banking and Commercial Law 





CASE COMMENT AND REVIEW 





May a Bank Run a Brick- 
yard? Yes, If It Has To. 


HE bank of discount loans its 

i funds to all sorts of people, on 

all kinds of collateral, some 
specifically pledged, but as a rule on 
the general credit of the borrower, 
which credit is supported by a _ net 
worth—the difference between what the 
party owns and what he owes. This 
net worth may be ascertained from a 
credit statement, or be mere guesswork 
on the part of the bank officials. Many 
a bank loan made in good faith and 
upon what is considered good security 
goes wrong, and the bank, after nurs- 
ing the matter along until hope is gone, 
is obliged to take whatever assets there 
may be available to protect itself from 
ioss. If the assets of this character 
taken over by the banks of this coun- 
iry were scheduled it would make in- 
ieresting reading. 

In a case reported in this number 
(First National Bank of Kennewick v. 
Conway) the bank, in order to save it- 
self from loss, took over a brickyard 
property. After spending some money 
on it, the bank began to manufacture 
brick, and by reason of incidents that 
will be found in the case, got into liti- 
gation. While the case holds out no 
particular warning to bank men, it 
contains the gist of the law relative to 
iwo points in the matter of manage- 
ment, the first of which is to the effect 
that a bank may in good faith do al- 
most anything to protect itself from 
losses due to ill-advised loans, and sec- 
ond, that the cashier has general au- 
thority in the management of the bank, 
and the doctrine of ultra vires, while a 


broad one, is not a good defense where 
lie has acted in good faith, and for the 
interest of the bank. As to the right 
of the bank to take over property to 
avoid losses the rule is: 

While it is not lawful for banking 
associations established under the Na- 
tional Banking Act to purchase, hold 
and convey real estate, except in cer- 
tain specified cases, among these ex- 
ceptions are included such real estate 
“as shall be mortgaged to it in good 
faith by way of security for debts pre- 
viously contracted, such as shall be con- 
veyed to it in satisfaction of debts pre- 
viously contracted in the course of its 
dealings; such as it shall purchase at 
sales under judgments, decrees or mort- 
gages held by such association.” Under 
the latter clause it cannot be deemed 
that the only authority given to such 
associations is to purchase only to the 
exact amount of the debts which may 
be owing to them, but they are entitled 
to purchase such real estate as may be 
recessary in order to secure the debts 
due to them so long as the security of 
such debts is the real object of the pur- 
chase.” 

The authority of the cashier or other 
officer to bind the bank in such matters 
is summed up as follows: 

Officers of banks are held out to the 
public as having authority to act ac- 
cording to the general usage, practice 
and course of business of such institu- 
tions, and their acts within the scope of 
such usage, practice and course of busi- 
ness bind the bank in favor of third 
persons having no knowledge of a limi- 
tation on their authority, and it is im- 
material what the person’s official posi- 
tion may be, if he is actually engaged in 
the management of the bank’s interests. 
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If a bank does not wish the public to 
deal with any particular one of its offi- 
cers, at the regular place of business, 
in a particular line of that business, it 
is its duty so to notify the public in 
seme effectual way.” 


Leading Case 





Interest on Special Deposit 
Kansas 


Supreme Court of Nebraska, Sept. 20, 1915. 
MADISON NAT. BANK V. GROSS. 


In an action against a bank to recover in- 
terest on a special deposit, upon an alleged 
contract of the bank to pay such interest, 
it is immaterial, as a defense on the part 
of the bank, that the deposit was made pur- 
suant to a stipulation by the depositor with 
other parties to maintain such deposit. 


& 


A CTION by the Madison National 
Bank against Morris Gross. From 
judgment for plaintiff, defendant ap- 


Affirmed. 


peals. 
& 


STATEMENT OF FACT AND 
OPINION 


S EDGWICK, J. The plaintiff began 

this action against the defend- 
ant in the district court for Madison 
county upon two promissory notes. The 
defendant answered, admitting the notes 
and alleged: 

That he, “on the 2d day of October, 
1995, and for many years priér thereto, 
had large amounts of money upon de- 
posit and subject to check in the Madi- 
son State Bank. That on and prior to 
the said 2d day of October, 1905, there 

pending against this defendant, in 
United States Circuit Court for the 
‘rict of Nebraska a certain lawsuit, 
‘rein it appeared that this defendant 
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might have to pay from $6,000 to $8,000 
by virtue of a judgment in said court 
in said cause, in a few years thereafter. 

“That for the purpose of meeting 
said judgment when it did come, and for 
the purpose of being sure that he would 
have the cash to satisfy the same when 
it was rendered, he desired to put 
#6,000 or $7,000 upon deposit, draw- 
ing the legal rate of interest, and he 
went to said Madison State Bank, with 
which he was then doing business and 
stated his wishes and purposes with ref- 
erence to said money to the officers of 
said bank. 

“He offered to make a special deposit 
therein, which would not be drawn out 
for three or four years. That then and 
there he was informed that said bank 
would receive such deposit upon a spe- 
cial book and pay interest thereon, at 
the legal rate of interest. That then 
and there this defendant deposited 
with the said Madison State Bank the 
sum of $3,282, and on the 5th day of 
March, 1906, deposited with the said 
benk in said special account the sum of 
$171.60. 

“Then on the 17th day of November, 
1906, this defendant deposited further 
it. said special account the sum of 
$3,200; his total deposit being $6,- 
653.60. That on or about the 7th day 
of January, 1911, a judgment was en- 
tered in said cause against this defend- 
ant, and it became necessary for him 
te get his money at said bank for the 
purpose of paying the same upon said 
judgment. 

‘The defendant then and there went 
to said bank and asked for his deposits, 
with interest thereon at the legal rate 
of interest, and said bank refused to 
pay the same, but consented to pay the 
principal, without interest. That at 
said time it was absolutely necessary, to 
save a levy upon his property, for this 
defendant to have said money, so he 
gave a check upon said special account 
for the amount of the principal, without 
interest. 

“That there was due upon said spe- 
cial account the sum of $1,928.97 which 
said defendant demanded of the said 
Madison State Bank, but that no part 











392 THE BANKERS MAGAZINE 


thereof has been paid, whereby the said 
plaintiff became, was, and is indebted 
to the said defendant in the sum of 
$200, over and above the amount due 
upon said notes sued upon herein, to- 
gether with interest thereon at the rate 
of seven per cent. per annum, from 
the 7th day of January, 1911.” 

The defendant asked judgment 
against the plaintiff for his $200 and 
interest. ‘The plaintiff replied, admit- 
ting the deposit in a special account as 
alleged, but denying the agreement to 
pay interest thereon. The cause was 
tried by the court without a jury. The 
court found against the defendant on 
his setoff, and entered a judgment for 
the plaintiff for the amount of the notes 
sued upon, and the defendant has ap- 
pealed. 

The defendant then had an account 
in the Madison State Bank, which was 
afterwards reorganized as the Madison 
National Bank, and was continually 
borrowing money of the bank upon his 
promissory notes. He was also in liti- 
gation with his brothers in the Fed- 
eral Court, and expected to be required 
to pay as the result of that litigation 
$6,000 or $8,000. He testified that the 
bank was familiar with his business, 
and knew his situation, and that he told 
the cashier: 

“You know this is hanging over my 
head—that judgment. I don’t know 
how it may come out; you can’t tell 
how about it will go. I have got the 
money. I don’t know how to invest it 
te bring money. I am a farmer; I can 
raise stock, but I don’t know anything 
ebout the banking business. Mr. Tay- 
lor went to work and fixed that fo 
me.” 

The cashier gave him another deposit 
book, marked “Morris Gross, Special,” 
end the defendant transferred $2,856.40 
from his personal account to this spe- 
cial account, and afterwards paid more 
money into this special account. The 
question is whether he has proved that 
he is entitled to interest on this special 
account. There is some evidence which 
it is claimed tends to show that this spe- 
cial account was a fund in some man- 
ner under the control of the federal 


court; but this does not seem to be ma 
terial. If this defendant provided th« 
fund, and the bank contracted to pay 
interest thereon, the payment of such 
interest would clearly have benefited 
the defendant only; and it would seem 
that the bank would be bound by its 
contract with defendant to pay interest 
on the special deposit. 

It is therefore immaterial that the 
court first allowed plaintiffs evidence 
in regard to the control of this fund by 
the federal court, and afterwards, when 
it appeared that such evidence was im- 
material, refused to allow the defend- 
ant to rebut the testimony. This is a 
law action, tried to the court, and the 
fiidings of the court have the same 
force and effect as findings by a jury. 
They will not set aside by this court a 
mere difference of opinion as to the 
weight of the evidence, especially when 
the evidence is taken orally in the pres- 
ence of the trial court. If the evidence 
i: substantially conflicting, the judg- 
ment will not be reversed, unless clear- 
ly wrong. 

The question is: Does the evidence 
se clearly prove that the bank agreed 
to pay interest on this open special de- 
posit account that the findings of the 
trial court must be reversed as clearly 
wrong? The defendant was borrowing 
large sums of money at the bank from 
time to time while this money was on 
deposit. It seemed to him just that the 
high rate of interest he was paying to 
maintain this deposit should be partial- 
ly, at least, offset by allowing interest 
on the deposit. He may have supposed 
that interest would be allowed. He 
testifies that his contract was made 
with Taylor, the cashier, and was after- 
wards confirmed by Mrs. Stuart, the 
president of the bank. He is contra- 
dicted by both of these witnesses, who 
testify positively that no such agree- 
ment was made. The defendant’s own 
testimony is not very clear and convinc- 
ing. After he had testified as above 
quoted he was questioned and answered 
as follows: 

“What did you say, if anything, to 
him about wishing to nave this money 
earning interest? A. Yes. Q. What 








did 
mol 
if ] 
tha 
tha 
don 
hav 
tha 
que 
Lar 
Q. 
him 
the 
A, ] 
out 
was 
fer 
out, 
ite 
2,a 
mon 
= 
tell. 
that 
bool 
he | 
for 
do i 
will 
and 
put 
get 
T 
Jam 
two 
cial 
from 
of d 
Spec 
inter 
was 
pay 
rend 
court 
rer po 
for j 
in i] 
sh A 
see, 
tend: 
CVIGE 
this | 


quire 





we wa | 


| fe Ae 


ww Wwe ee ee eS UR 


ie = or 








THE BANKERS MAGAZINE 393 


did you say? A. I said I wanted that 
money to earn money, to pay interest, 
if I have to pay that judgment. Q. Is 
that all you stated to him about it at 
that time? A. Well, I says to him, ‘I 
dont know how to go at this;’ I says, ‘I 
have an account in this book.’ Q. At 
that time you borrowed money fre- 
quently from the bank? A. Yes, sir. Q. 
Large sums of money? A. Yes, sir. 
Q. What, if anything, did you say to 
him about your borrowing money from 
the bank at different times after that? 
A. I asked him, ‘How you come to make 
out the account?’ I have the book; it 
was ‘Morris Gross, Special,’ and trans- 
fez from this to that, and straighten me 
out, if this money is going to draw me 
iiterest. He said: Q. Examine Exhibit 
2, and state what that is. A. That was 
money that was drawing the interest 
I— Q. That is not what I want you to 
tell. Is this the book he gave you at 
that time? A. Yes; that is the other 
book; he dug it up. Q. Is this the way 
he proposed to make it draw interest 
for you? A. Yes; ‘this is the way to 
do it. he says; ‘I will fix it for you; it 
will draw interest. He went to work, 
and took up the credits in there, and 
put them in here, and he said, ‘You will 
get vour interest.’ ” 

The two notes sued upon were given 
January 7, 1911, for $1,000 each, and 
two days later the balance of the spe- 
cial account, $6,487.76, was withdrawn 
from the bank upon the personal check 
of defendant, signed “Morris Gross, 
Special.” At that time he demanded 
interest upon the special deposit, which 
was refused. As he was compelled to 
pay the judgment, which had then been 
rendered against him in the federal 
court, he withdrew the principal of the 
Ccposit, without prejudice to his claim 
for interest thereon. There is nothing 
in this cireumstance, nor in any other 
shown in the evidence, so far as we can 
sec, that tends to corroborate the de- 
‘ndant’s testimony and certainly the 
evidence of contract to pay interest on 
this open account is not such as to re- 
quire us to say that the trial court is 
clearly wrong. 


The judgment of the district court 
is therefore affirmed. 
154 N. W. Ref. 20. 


& 


Time of Payment 
PENNSYLVANIA 


Mortgages — Presumption — Set-off— 
Evidence—Statute of Limitations 


Supreme Court of Pennsylvania, July 3, 
1915. 


RHONE V. KEYSTONE COAL CO. 


A bond and mortgage, payable not at any 
fixed date, but at such time as the directors 
ot the mortgagor should determine, were 
presumably due and payable after the lapse 
of 18 years. 

Where no time is specified in a written 
obligation for the payment of money, the 
parties are presumed to have intended that 
the money should be payable immediately. 

A debt which on its face appears to have 
been barred by the statute of limitations 
cannot be used as a set-off without evidence 
to take it out of the statute. 


& 


CIRE facias sur mortgage by Hen- 
rietta R. F. Baker, assigned to and 
now to the use of D. L. Rhone, trustee 
of W. D. Loomis, and others, against 
the Keystone Coal Company, a corpora- 
tion, defendant, and Viktoria Schmitt 
and others, terre-tenants. From a 
judgment for plaintiffs, defendants ap- 
peal. Affirmed. 


& 


STATEMENT OF FACT AND 
OPINION 


OTTER, J. This proceeding was a 
scire facias sur mortgage. The 
Keystone Coal Company gave its mort- 
gage to secure a bond in the sum of 
$12,000, but by payments the indebted- 
ness was reduced to $8,000 prior to the 
date when the writ of scire facie was 
issued. It appears from the record . 
that the mortgage, which bears date 











394 THE BANKERS MAGAZINE 


May 8, 1889, recites that it was given 
to secure the payment of a bond, paya- 
ble not at a certain fixed date, but at 
such time as the board of directors 
should determine. The original bond 
and mortgage have been lost and could 
not be produced at the trial. In their 
statement of claim the plaintiffs averred 
distinctly that the bond and mortgage 
were due and payable. At the trial 
they offered in evidence the record of 
the mortgage, and made proof of the 
less of the original bond and mortgage. 
They also showed the assignment. 

At the request of counsel for plain- 
tiffs, the court affirmed a point, as fol- 
lows: 

“The mortgage on which suit is 
-Lrought having been given to secure 
payment of a bond therein referred to 
and bearing even date with the mort- 
gage, viz., May 8, 1889, for $12,000, 
and it not appearing in evidence in this 
case that any date was fixed in said 
bond as the date of maturity thereof, 
the bond being lost, under the evidence 
as presented in this case, there arises a 
legal presumption that the bond had be- 
come due and payable and collectible 
prior to the date of the institution of 
this action of 1907, after a lapse of 
eighteen years from the date of the 
bond and mortgage.” 

We see no error in the affirmance of 
this point. The indebtedness was ad- 
mitted, and the defendant company had 
made partial payments which reduced 
the amount due on the bond to $8,000. 
This appears from another point, 
which was affirmed by the trial judge, 
as follows: 

“Under the uncontradicted evidence 
in this case, there was unpaid on said 
Lond and mortgage, on the 5th day of 
February, 1900, the sum of $8,000, 
with interest from December, 1899, and 
it not appearing that any payment on 
account thereof has been made since 
that date (February 5, 1900), the 
plaintiffs, if entitled to recover, are en- 
titled to a verdict for $8,000, with in- 
terest from Ist day of December, 
1899.” 

The trial judge placed upon defend- 


ants the burden of showing that the 
bond had not matured when the writ of 
scire facias was issued, and, as they 
did nothing to meet that, burden, he 
gave binding instructions in favor of 
the plaintiffs. We think he was justi- 
fied in this action, taking into consid- 
eration the admitted indebtedness, the 
length of time it had existed, and the 
payments which were made in reduction 
thereof. 

The rule as to mortgages is laid down 
in 2 Jones on Mortgages (6th Ed.) 
Sec. 1174, as follows: 


“In general the right of action [fore- 
closure] accrues upon the nonpayment 
of the principal or interest at the time 
fixed for payment. * * * If no 
time of payment is fixed, the debt is 
payable on demand, and the right to 
enforce it accrues immediately.” 

The same rule is somewhat different- 
ly stated in 1 Wiltsie on Mortgage 
Foreclosure (3d Ed) Sec. 53, as fol- 
lows: 

“Where a note or bond secured by 
mortgage is given for the payment of a 
specified sum of money, but no time is 
fixed for such payment, the law sup- 
plies the omitted element and makes 
the debt due immediately.” 

The latter statement is supported by 
authorities from most of the jurisdic- 
tions of the United States. To the 
same effect is the recent case of Harri- 
son vs. Atlee, 38 Pa. Super. Ct. 241, 
243, where Henderson, J., says: 

“It is a rule which the appellants do 
not controvert that, where no time is 
specified in a note or other obligation for 
the payment of money, the parties are 
presumed to have intended that the 
money should be payable immediately 
Demarest vs. McKee, 2 Grant Cas. 248: 
Rhoads vs. Reed, 89 Pa. 436; Bank of 
Columbia vs. Hagner, 26 U.S. [1 Pet.| 
455. * * * An agreement to lend 
money without a period fixed at which 
repayment is to be made is not an agree- 
ment for a perpetual loan, although the 
parties may have stipulated that while 
tLe indebtedness existed interest should 
be paid. To hold that this contract was 
an agreement on the part of the plain- 
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tiff that he would never call for the 
payment of the debt as long as the 
interest was paid is to attach to it a 
ccndition not expressed in the letters 
passed between the parties, nor inserted 
into the contract by legal implication. 
A provision so unusual in a contract 
should be clearly set forth.” 

If, therefore, the bond be considered 
as one in which no time for payment 
was fixed, it would be payable imme- 
diately. If the board of directors were 
to fix the time of payment, they would 
be obliged to fix a reasonable time, 
and, in the absence of proof to the 
contrary, the presumption is that they 
did so, and that such time did not ex- 
tend beyond 18 years from the date of 
obligation. 

In several of the assignments of er- 
ror complaint is made of the exclusion 
of evidence tending to show a set-off, 
based upon an alleged liability of one 
of the assignees of the mortgage, to the 
Keystone Coal Company, the mort- 
gagor, for an unpaid stock subscrip- 
tion, and for stock issued gratuitously. 
But if any such liability existed, it ap- 
parently arose in March, 1887, and re- 
covery thereon would be barred by the 
statute of limitations. It is settled that 
a claim of set-off more than six years 
old is barred by the statute. Morrison 
vs. Warner, 200 Pa. 315, 49 Atl. 983; 
State Hospital for Insane vs. Philadel- 
phia County, 205 Pa. 336, 54 Atl. 1032. 

In Taylor vs. Gould, 57 Pa. 152, it 
was held that a debt which on its face 
appears to be barred by the statute of 
limitations cannot be used as a set-off 
without evidence to take it out of thc 
statute. The evidence was therefore 
properly refused as immaterial. The 
fact that Mr. Schmitt was a creditor 
cf the defendant company had no rel- 
evancy, as that would not give him prior- 
ity over the mortgage. Nor does the 
fact that Mrs. Schmitt is named both as 
party plaintiff and defendant in the 
action affect in any wavy the liability 
of defendants or the right of plaintiffs. 
The effort of defendant seems to be 
te deny present liability on the obliga- 
tion, rather than to escape ultimate re- 
sponsibility. The position taken by 
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counsel for appellants is technical in 
the extreme, and in none of the as- 
signments of error are we abue to dis- 
cover any substantial merit. 

They are all overruled, and the judg- 
ment is affirmed. 


(95 At. Rep. 530.) 
& 


Authority of Cashier 
WASHINGTON 


Real Estate Taken by National Bank 
for Debt 


Supreme Court of Washington, Oct. 8, 1915. 


FIRST NATIONAL BANK OF KENNEWICK V. 
CONWAY, ET AL, 


While an undisclosed principal cannot be 
held liable for a contract in the agent’s name 
in case of a specialty, he may be held in the 
case of an ordinary executory contract for 
the conveyance of land; and hence, where 
it was claimed that a bank, and not the vice- 
president, was the real party to the contract 
for the acquisition of the land, evidence to 
that effect is admissible. 

As Rev. St. U. S. Section 5137 (U. S. 
Comp. St. 1913, Section 9674) authorizes 
national banks to acquire real estate to se- 
cure debts due it, a national bank, which 
had loaned money to a corporation engaged 
in manufacturing brick, may, upon the in- 
solvency of the corporation, acquire its busi- 
ness to protect itself from loss. 

Where the directors allowed the cashier, 
who was the principal stockholder and there- 
after became president, to assume complete 
control over a bank, the bank is bound by 
his acts in acquiring land for its benefit. — 

Where defendants claim that they acted 
merely as a dummy for plaintiff bank in ac- 
quiring land, and that was denied by the 
bank, papers constituting an escrow agree- 
ment, showing the real transaction as under- 
stood by defendants, who dealt with the 
cashier, are admissible. (151 Pac. Rep.) 


& 


ACTION by the First National Bank 

of Kennewick against Charles 
Conway and another, who counter- 
claimed. From a judgment for defend- 
ants, plaintiff appeals. Affirmed. 
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STATEMENT OF FACT AND 
OPINION 


ULLERTON, J.: The appellant, 
the First National Bank of Kenne- 
wick, brought this action against the 
respondents Conway, seeking to recover 
upon two promissory notes, the one for 
$1,500 and the other for $1,000, and 
an overdraft of $302.98 which the re- 
spondents had incurred in their account 
with the bank. The respondents an- 
swered, making certain denials and set- 
ting up a counterclaim. The counter- 
claim arose out of a contract for the 
scle of real property. It was alleged 
that the bank entered into a contract 
with the respondents for the purchase 
of certain described real property, 
agreeing to pay therefor a price in ex- 
cess of the amounts claimed to be due 
on the notes and the overdraft; that 
while for the convenience of the bank 
the contract was taken in the name of 
W. R. Amon, its vice-president, the 
eentract was in fact the contract of 
the bank, entered into for its use and 
benefit, and that it was the sole and 
only party in interest therein, and 
judgment was demanded for the dif- 
ference between the sum due upon the 
notes and overdraft and the amount of 
the agreed purchase price of the prop- 


erty. The allegations of the answer 


were put in issue by appropriate de-. 


nials. 

At the trial it developed that there 
was no issue between the parties to the 
amounts of their respective claims, but 
that the sole issue was whether the con- 
tract relied upon as a counterclaim was 
in fact the contract of the bank, and 
whether the bank was liable thereon, 
conceding it to be its contract. The 
issues of fact were tried to a jury, and 
the trial resulted in a verdict and judg- 
ment for the respondents. 

The evidence developed at the trial 
and relied upon by the respondents to 


support a recovery was, in substance, 


this: In 1908 and from that time up 
to the entry of the judgment in the ac- 
tion, the appellant was a banking cor- 
poration doing business at Kennewick 
as a national bank. L. E. Johnson was 
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at first its cashier and afterwards its 
president, holding his respective offices 
during the entire period. As cashier 
and president he was the banks exec- 
utive officer, and the person through 
whom the public dealt when transacting 
business with the bank, In 1908 a cor- 
poration operating under the name of 
the Columbia River Clay Company was 
engaged in the business of manufactur- 
ing brick and other clay products at a 
place near Kennewick. Its plant consist- 
ed of the usual machinery used for such 
purposes, and was located on a 10-acre 
tract of land which the company had 
contracted to purchase from the re- 
spondents. 

In the prosecution of its business the 
clay company had become indebted to 
the appellant bank in a sum approxi- 
mating $5,000, and had assigned its 
interest in the contract of purchase to 
the bank, the bank holding no other se- 
cerity therefor. The contract contained 
clauses providing for its forfeiture in 
case of a default in the payment of any 
installment of the purchase price on 
its maturity, which forfeiture carried 
with it a forfeiture of all prior pay- 
ments, and the materials, machinery 
and improvements which might then be 
upon the premises. In the fall of 1909, 
the company failed to pay an install- 
ment of principal due, and a forfeiture 
was declared by the vendors. This left 
the bank without security for the in- 
cebtedness due it from the clay com- 
pany. Shortly after the declaration of 
forfeiture was made, Mr. Johnson, the 
ihen cashier of the bank, approached 
Mr. Conway, told him of the clay com- 
pany’s indebtedness to the bank, ex- 
pressed his belief that there would be 
a demand in the near future for the 
company’s products, and inquired on 
what terms the bank could purchase 
that part of the property described in 
the clay company’s contract on which 
the improvements and brick-making 
plant was situated, further expressing 
the belief that if the bank could obtain 
such property, it could operate the plant 
at a profit and thereby recoup its losses 
caused by the advancements made to 
the clay company. 
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After some negotiations an agree- 
rent was entered into, by the terms of 
which the bank agreed to purchase the 
south half of the 10-acre tract for a 
consideration of $3,750, payable on or 
before three years after the date of the 
ccntract. When the contract was about 
to be reduced to writing, Mr. Johnson 
stated that there were legal objections 
tc taking the contract in the name of 
the bank, and inquired whether it would 
te satisfactory to take the contract in 
the name of W. R. Amon, the then vice- 
president of the bank. Mr. Conway 
assented to this arrangement, and the 
contract was executed on January 3, 
1910, as if between the respondents and 
Amon; the bank’s name being nowhere 
mentioned therein. Concerning the 
transaction Mr. Conway testified in part 
as follows: 

“At the time the contract was en- 
tered into this property was in my pos- 
session, and immediately upon the 
signing up of these articles it was 
turned over to the First National Bank. 
They have had possession ever since and 
are in possession now. I have no pos- 
session whatever. Since the execution 
cf this contract they have manufac- 
tured brick there, and have taken brick 
eway and built a railroad spur to it. 
They have removed soil and clay by 
manufacturing brick for two years, I 
believe; and as late as last April they 
disposed of clay to surface the base ball 
land, hauled it away three-fourths of a 
mile from the land, and are still remov- 
ing brick occasionally. * * * 

“When I transacted this business, I 
did not discuss it with Mr. Amon. I 
did all the business with the First Na- 
tional Bank and with Mr. Johnson, 
cashier. Mr. Amon has not had any- 
thing to do with it since the contract 
was made. I talked with Mr. Johnson 
«bout paying the amount unpaid on this 
contract about two weeks before the 
centract was finally due, which was 
January 3, 1913. Mr. Johnson sent for 
me to come to the bank to see him in re- 
gard to the matter. He never paid me 
rcyalty, as agreed in the contract, and 
as not paid me any cash on account of 


he contract. 


“After they made brick there for a 
part of one season I went to Mr. John- 
son for money on this royalty. This 
royalty was to be paid as the brick 
were made. They never made any 
statement of how many bricks they had 
made. Mr. Johnson explained the con- 
dition of the old people (meaning Nei- 
tle, Coulson & Williams) and the heavy 
expense they were under, putting in 
machinery and hiring help, and had 
made no sales to speak of, and proposed 
that I give them a note and he would 
let me have what money I needed then, 
and as they began to sell brick he would 
credit it on these notes. 

“I gave a note for $1,500 in August 
ard a note for $1,000 the following 
January. When I gave these notes Mr. 
Johnson said they needed the notes to 
balance up their books in case of ex- 
amination, and that if we needed more 
money to come in and they would finally 
give us royalty credit on the notes. 
Afterwards I had another talk with Mr. 
Johnson. He sent for me to come in. 
Mr. Johnson said: “The anniversary of 
our brickyard deal is about here, and 
we are in no better shape to pay now 
than at the beginning. Isn’t there some 
way that we can trade you a piece of 
land on this deal? And he named over 
different pieces of land that the bank 
had to take. 

“I explained to him that we had all 
the land we could handle, and that it 
was impossible. We dickered and tried 
for a month, and finally came to the un- 
derstanding. Mr. Johnson figured out 
the differences and placed them on slips, 
and the agreement we came to: He was 
to pay in cash the difference between 
the notes and what was due on the con- 
tract. If I would issue new notes and 
take up the old, he agreeing to reduce 
the interest on the new notes to eight 
per cent., the same as the contract drew, 
so that one account would offset the 
cther, and leave the notes in the bank 
until we could dispose of the brickyard 
proposition, and with the money they 
would take up the notes. The amount 
would balance up, and they pay the 
$1,500. 

“Mr. Johnson drew the escrow agree- 
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ment in January, 1913. I did not ex- 
ecute that escrow agreement, as there 
yas a misunderstanding in regard to the 
clause in the contract on their part. In 
the contract, in selling ihe piece of land 
tu the First National Bank, they agreed 
te put a ditch down through their land 
to take water from a piece of land we 
liad above that to keep it from over- 
flewing, and they had a ditch partially 
constructed, and contended that the 
ditch was completed, and the fact of 
the matter was it lacked about a foot 
and a half of being deep enough. I 
wouldn’t dig the ditch. He figured up 
how we stood, how much they owed 
us, and how much we owed them. He 
wanted to put in notes for this amount 
and deposit it in escrow with a deed to 
this property.” 
On cross-examination he testified: 


“The conversation that I had relative 
te the making of this contract in Jan- 
uary, 1910, was with Mr. Johnson. I 
didn’t talk with Mr. Amon about it at 
all. I never talked with Mr. Amon 
about it until some time in April, 1913. 
I didn’t discuss the matter with him at 
the time he signed it. The first con- 
versation between myself and Mr. John- 
son was during the fall of 1909, before 
this contract was entered into. The 
matter was delayed, and it was threshed 
cver a good deal before the contract 
was finally closed up. I got into pos- 
session of the land under the old con- 
tract after its forfeiture by serving no- 
tice on the First National Bank and the 
other three parties concerned. 

“T actually took possession of the 
land and the stuff that was there by 
closing up the entrance to the fence all 
around, so no one could get in or out 
without tearing down the fence. After 
this contract was made, I delivered pos- 
session to the bank. I don’t know any- 
thing about who went to making brick. 
I know whom I did my business with. 
{ paid no further attention. I did my 
business with the cashier of the bank, 
Mr. Johnson. 
nade payable at the bank. 
He never mentioned Mr. Amons name 
until we had come to an agreement. 


The land contract was 
* * * 
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Then he explained to me that it was 
necessary to use the name of one of the 
officers of the bank; that it was not law- 
tul for the bank to hold real estate; 
and he asked me if Mr. Amon’s name 
would be agreeable, and I told him it 
would. That was all that was said un- 
til we came to sign up the agreement. 
And he called Mr. Amon into the pri- 
vate office and explained to him our 
agreement about using his name, and 
I signed the contract then and there.” 

There was a conflict in the testimony. 
Mr. Johnson denied much that was testi- 
fied to by Mr. Conway, and, concerning 
the contract, testified that it was what 
it purported to be upon its face, a con- 
tract between the respondents and Mr. 
Amon, and that the nature of the trans- 
action was fully understood by respond- 
ends. This conflict, however, was re- 
solved by the jury in favor of the re- 
spondents, and in this court their find- 
ings must, of course, be accepted as con- 
clusive. 

The testimony of the respondent rel- 
ative to the person with whom the con- 
tract of purchase was actually made 
was permitted to go to the jury over 
the objection of the appellant, and the 
action of the trial court in that behalf 
forms the basis of a number of the prin- 
cipal assignments of error relied upon 
in this court of reversal. It is argued 
that in this state a contract for the con- 
veyance of real property must be in 
writing, and that to permit one party to 
such a contract to show that another 
party thereto is not the real party in 
interest therein is to violate that cardi- 
ral rule of evidence to the effect that 
a prior or contemporaneous parol agree- 
ment cannot be shown to vary the terms 
ef a written instrument. But while the 
authorities are not in entire harmony 
upon the question, the prevailing rule is 
that a principal may be charged upon a 
written executory contiact entered into 
by his agent in the agent’s name, when 
acting within his authority, although 
the name of the principal does not ap- 
pear in the instrument, and his interest 
therein was or was not disclosed to the 
other contracting party; and the rule 
applies also to those contracts which are 
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required to be in writing as well as to 
those where a writing is not essential to 
their validity. There are, of course, 
well-recognized exceptions to the rule. 
It does not apply, as its mere statement 
indicates, to specialties, such as the 
common law required to be under seal, 
or such as the statute requires to be ex- 
ecuted with similar formality, of which 
deeds and mortgages of real property 
are examples. Nor does it apply to ne- 
gctiable instruments, as persons “deal- 
ing with negotiable instruments are pre- 
sumed to take them on the credit of the 
parties whose names appear upon 
them”; nor perhaps where special 
knowledge, skill, or some personal qual- 
ity of the party is an essential ingre- 
dient in the contract; nor is such evi- 
dence admissible to discharge the agent 
who contracts as a principal, as such 
proof would vary the written terms of 
the agreement. 

But, aside from these and perhaps 
other special exceptions, it can be 
shown by oral evidence that other and 
different persons than those named in 
the contract are bound by the terms 
thereof; this on the principle that the 
contract looks to the substantial party 
in interest, thus avoiding circuity of 
action, saving, at the same time, the 
rights of all of the parties. 

The rule is stated by Judge Wolver- 
ton in Barbre vs. Goodale, 28 Or. 465, 
28 Pac. 67, 43 Pac. 378, in the follow- 
ing language: 

“The question is here presented 
whether it is competent to show, by 
parol testimony, that a contract executed 
by and in the name of an agent is the 
contract of the principal, where the 
principal was known to the other con- 
tracting party at the date of its execu- 
tion. There are two opinions touching 
the question among American authori- 
ties—the one affirming and the other de- 
uving—but the case is one of first im- 
 ression here, and we feel constrained 

» adopt the rule which may seem the 
more compatible with the promotion of 
_ stice and the exaction of honest and 

ndid transactions between individuals. 

Che English authorities are agreed 
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that parol evidence is admissible to show 
that a written contract, executed in the 
name of an agent, is the contract of the 
principal, whether he was known or un- 
known; and the American authorities 
are a unit so far as the rule is applied to 
an unknown principal, but disagree 
where he was known at the time the con- 
tract was executed or entered into by the 
parties. All the authorities, both Eng- 
lish and American, concur in holding 
that, as applied to such contracts ex- 
ecuted when the principal was unknown, 
parol evidence which shows that the 
agent who made the contract in his own 
name was acting for the principal does 
not contradict the writing, but simply 
explains the transaction; for the effect 
is not to show that the person appear- 
ing to be bound is not bound but to 
show that some other person is bound 
also. 

“And those authorities which deny the 
application of the rule where the prin- 
cipal was known do not assert or main- 
tain that such parol testimony tends to 
vary or contradict the written contract, 
but find support upon the doctrine of 
estoppel, it being maintained that a 
party thus dealing with an agent of a 
known principal elects to rely solely 
upon the agents responsibility, and is 
therefore estopped to proceed against 
the principal. The underlying princi- 
ple, therefore, upon which the authori- 
ties seem to diverge, is the presumption 
created by the execution of the contract 
in the name of the agent, and the ac- 
ceptance thereof by a party, where the 
principal is known. Is this presump- 
tion conclusive or is it disputable? With- 
out attempting to reconcile the de- 
cisions, we believe the better rule to be 
that the presumption thus created is a 
disputable one, and that the intention 
of the party must be gathered from his 
words, and the various circumstances 
which surround the transaction, as its 
practical effect is to promote justice 
and fair dealing. The principal may 
have recourse to the same doctrine to 
bind the party thus entering into con- 
tract with his agent. Parol evidence, 
however, is not admissible to discharge 
the agent, as the party with whom he 
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has dealt has his election as to whether 
he will hold him or the principal re- 
sponsible. This doctrine must be lim- 
ited to simple contracts, and may not 
be extended to negotiable instruments 
and specialties under seal, as they con- 
stitute an exception to the rule.” 

In Nash v. Towne, 5 Wall. 689, 18 
L. Ed. 527, it is said: 


“Where a simple contract, other than 
a bill or note, is made by an agent, the 
principal whom he represents may, in 
general, maintain an action upon it in 
his own name, and parol evidence is ad- 
missible, although the contract is in 
writing, to show that the person named 
in the contract was an agent, and that 
he was acting for his principal. Such 
evidence, says Baron Parke, does not 
deny that the contract binds those whom 
on its face it purports to bind, but 
shows that it also binds another, and 
that principle has been fully adopted by 
this court. Cases may be found, also, 
where it is held that the plaintiff may 
prove by parol that the other contract- 
ing party named in the contract was but 
the agent of an undisclosed principal, 
but in that state of the case he may have 
his remedy against either, at his elec- 
tion. Evidence to that effect will be ad- 
mitted to charge the principal or to en- 
able him to sue in his own name, but 
the agent who binds himself is never al- 
lowed to contradict the writing by prov- 
ing that he contracted only as agent, 
and not as principal.” 


So, in Elliott on Contracts, at sec- 
tion 2849: 


“Although extrinsic evidence will not 
ordinarily be received to vary or contra- 
dict a written instrument, such evidence 
may be admissible to charge an undis- 
closed principal, or one who, though 
disclosed, is not named in the instru- 
ment. The purpose of such evidence is 
not, however, to vary or contradict the 
contract or exonerate the agent, but to 
show who is the real party making the 
contract, whether he does so in his own 
name or that of another, and to give ef- 
fect to the established rule of law that 
an undisclosed principal may, upon his 
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disclosure, be held to a contract made in 
his behalf by an authorized agent.” 

Our own case of Brewster vs. Bax- 
ter, 2 Wash. T. 135, 3 Pac. 844, also 
announces the same rule. It was there 
held competent to show that a written 
contract of sale, executed by an exec- 
utrix in her own name, was in fact ex- 
ecuted by her in her capacity as execu- 
trix. See, also, Byington vs. Simpson, 
134 Mass. 169; Sanger vs. Warren, 91 
Tex. 472; Briggs vs. Partridge, 64 N. 
Y. 362, 21 Am. Rep. 617; Battey vs. 
Lunt, Moss & Co., 30 R. I. 1. 

In this state executory contracts for 
the conveyance of real property, while 
required to be in writing, are not spe- 
cialties, but are simple contracts, valid 
when signed by the parties to be 
charged, whether or not they are execu- 
ted with the formalities required for the 
execution of deeds. Langert vs. Ross, 
1 Wash. 250; Vail vs. Tillman, 2 Wash. 
476; Baker-Boyer National Bank vs. 
Hughson, 5 Wash. 100; Anderson vs. 
Wallace Lumber and Mfg. Co., 30 
Wash. 147; Bronx Inv. Co. vs. National 
Bank of Commerce, 47 Wash. 566. 

It is also the rule that, if an instru- 
ment is valid as a simple contract, it 
partakes of the nature of a simple con- 
tract even though executed with the 
formalities required for the execution of 
a specialty. Stowell vs. Eldred, 39 
Wis. 614. 

From these considerations we think 
it follows that, in the present case, it 
was competent to show by oral evidence 
that the contract of sale in question. 
while ostensibly made between the re- 
spondents and Amon, was in fact made 
between the respondents and the appel- 
lant bank. Indeed, the rule which per- 
mits such a showing to be made is pe- 
culiarly applicable to the facts disclosed 
by the record. The negotiations lead- 
ing up to the writing were had between 
the respondents and the bank’s cashier 
and manager, the person whom its di- 
rectors held out to the public as author- 
ized to speak for the bank. All of the 
negotiations were conducted by him as 
the bank’s representative. 

He suggested the name of Amon as 
the other party to the contract only 
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after the negotiations had been conclud- 
ed and nothing remained to be done 
other than to reduce the contract to 
writing. Even then he was not repre- 
sented to be the real party in interest. 
On the contrary, the representation was 
that his name was used as another name 
for the bank, to avoid some supposed 
legal objection to the taking of the con- 
tract directly in the name of the bank. 
After the contract was executed the 
bank took possession of the property 
through its own agents. It has since 
applied the profits arising from such 
possession to its own use. Amon no- 
where subsequently appears in _ the 
transactions. The notes given and the 
overdraft incurred for which this action 
is prosecuted, while ostensibly direct 
loans from the bank to the respondents, 
were in fact treated by the parties as 
advancements upon the purchase price 
of the land. Plainly to our minds it 
would be a denial of justice and fair 
dealing to hold that the respondents are 
prohibited from showing the real nature 
of the transaction. 

But it is contended that the contract 
was one beyond the powers of the bank 
to make, and if the bank did undertake 
to make it, the contract was ultra vires 
and void. But, conceding that a na- 
tional bank cannot buy or deal in real 
estate as a means of investing its funds, 
there is no question that it can take title 
te such property as a means of saving 
itself from apprehended loss caused by 
a mistaken or ill-advised loan. It is so 
expressly provided in the act under 
which it holds its charter. Revised 
Stat. U. S. section 5137 (U. S. Comp. 
St. 1913, section 9674). So it may, 
when it deems it necessary to take real 
property to save itself from apprehend- 
ed loss, make all advances necessary to 
protect the title to such real property. 
Cockrill vs. Abeles, 86 Fed. 505; Upton 
vs. National Bank of South Reading, 
120 Mass. 153; Holmes vs. Boyd, 90 
Ind. 332. In the case from Massachu- 
setts, this language was used: 

While it is not lawful for banking 
associations, established under U. S. St. 
1864, e. 106, to purchase, hold, and con- 
vey real estate, except in certain speci- 


fied cases, among these exceptions are 
included such real estate ‘as shall be 
mortgaged to it in good faith by way of 
security for debts previously contract- 
ed; such as shall be conveyed to it in 
satisfaction of debts previously con- 
tracted in the course of its dealings; 
such as it shall purchase at sales under 
judgments, decrees or mortgages held 
by such association, or shall purchase 
to secure debts due to said association.’ 
Under the latter clause it cannot be 
deemed that the only authority given to 
such associations is to purchase only to 
the exact amount of the debts which 
may be owing to them, but they are en- 
titled to purchase such real estate as 
may be necessary in order to secure the 
debts due to them so long as the secu- 
rity of such debts is the real object of 
the purchase.” 

There was evidence in the present 
case from which the jury could find 
that the purpose of the bank in this in- 
stance was to protect itself from loss on 
an improvident loan. It had suffered a 
prior contractor for the purchase of this 
property to become largely indebted to 
it without other security than its inter- 
est in the property. The property was 
suitable for prosecution of a special in- 
dustry, and had on it a large quantity 
of machinery making it immediately 
available for the prosecution of that in- 
dustry. It was thought by the mana- 
ger of the bank that if the property was 
acquired by the bank the industry could 
be prosecuted at a profit, and the bank 
thereby not only recoup itself for the 
advances made, but for the loss certain- 
ly to follow if it took no further steps 
in the matter. Under these circum- 
stances we think it too much to say, 
however ill-advised the scheme itself 
may have been, that the bank acted be- 
yond its powers. 

Again, it is said that the transaction 
concerning the purchase of the real 
property in this instance was beyond 
the ordinary powers of a cashier and 
manager of a national bank, and that 
the burden was upon the respondents to 
show that he had authority from the 
board of directors of the bank to enter 
into the contract, which burden they 
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did not meet. But without entering 
upon a discussion of the general pow- 
ers of a cashier of a national bank, who 
also occupies the position of its gen- 
eral manager, we think the record 
shows ample authority in the cashier in 
this instance to make the contract on 
behalf of the bank. It is conceded that 
at the time the contract was entered 
into: 

“Johnson was cashier and chief exec- 
utive officer of the bank; that as such 
he managed all the business of the bank 
ordinarily coming within the duties of 
a bank cashier, and that practically all 
transactions of the bank were under his 
general care.” 

In addition to this he was shown to 
be the principal stockholder of the bank, 
and the only person held out by the 
bank to represent it in its business 
transactions. He also represented the 


bank when possession of the land was 
taken after the execution of the con- 
tract, and represented the bank when 
the notes and overdraft sued upon were 


taken and incurred, and it was he that 
made the representations on the part of 
the bank, to the effect that the amount 
of the notes and the overdraft should 
be treated as partial payments upon 
the purchase price of the property when 
that obligation became due. Seemingly 
the conduct of the business, after pos- 
session of the property was taken over, 
realized no profits, but such income as 
there was from the business was collect- 
ed and disbursed by the bank, and no 
part of the royalties reserved in the 
contract on the brick manufactured were 
paid over to the respondents. The pow- 
ers of a cashier and manager of a bank 
must, of course, differ under different 
situations. Being the agent of the 
bank, his acts are governed by the gen- 
eral rules applicable to agents. If the 
directors of the bank intrust the entire 
management of the bank to such an of- 
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ficer, they cannot be heard to deny his 
authority to do any act which they 
might lawfully authorize him to do. 

“Officers of banks are held out to the 
public as having authority to act accord- 
ing to the general usage, practice and 
course of business of such institutions, 
and their acts, within the scope of such 
usage, practice and course of business. 
bind the bank in favor of third persons 
having no knowledge of a limitation on 
their authority, and it is immaterial 
what the persons official position may 
be if he is actually engaged in the man- 
agement of the bank’s interests. If a 
bank does not wish the public to deal 
with any particular one of its officers at 
the regular place of business, in a par- 
ticular line of that business, it is its 
duty so to notify the public in some ef- 
fectual way.” 3 R.C. L. 437. 

Such, it seems to us, was the situation 
here, and we can but conclude that the 
cashier’s acts were within the apparent 
scope of his authority, even if they were 
not within the actual scope. 

It is objected that the court erred in 
permitting the respondent Charles Con- 
way to testify concerning the escrow 
agreement hereinbefore mentioned, and 
in admitting in evidence the draft of the 
proposed escrow agreement and _ the 
sheets of paper used by the cashier in 
stating the mutual obligations of the 
parties and the balance due at that time 
to the respondent. But we think these 
instruments clearly admissible. It was 
denied, in the answer of the bank, that 
the obligation incurred in the contract 
for the purchase of the real property 
was the obligation of the bank. This 
testimony was admissible on that issue. 
It tended to establish the affirmative of 
the issue made by the bank’s denials. 

Other assignments of error are met 
by what we have said upon the princi- 
pal questions discussed. 

The judgment is affirmed. 

151 Pac. Rep. 





THE BANKERS MAGAZINE 





Replies to Law and Banking 
Questions 


Questions in Banking Law—submitted by sub- 
scribers—which may be of sufficient general 
interest to warrant publication will be answered 
in this department. 





DATING A BANK BALANCE 


Soutnu Benn, Inp., Fes. 17, 1915. 


Epiror BANKERS MAGAZINE: 

Sm—Mr. Jones, a prosperous farmer of 
this community, has had a checking account 
in this bank for a number of years. 

This account has been active up to Oc- 
tober 22, since which time there have been 
no transactions either Dr. or Cr. 

To-day, Dec. 17, he called on us and left 
his bank book for balance. The problem is 
this: Shall we balance the book and date 
the balance carried forward October 22 or 
December 17? Asst. CasHIER. 


Answer—Our judgment is that the 
book should be balanced as of the cur- 
rent date. We know of no banking rule 
or precedent which would warrant the 
balancing of the book as of the date of 
the last transaction. 


& 


FORGED CHECK—AVOIDING 
LIABILITY 


San Antonio, Tex., Fer. 7, 1915. 
Eprror Bankers MaGAZINeE: 

Sir—Please give me information concern- 
ing this subject: 

“Under what circumstances, if any, may 
« bank avoid liability for the payment of a 
forged check?” 

Yours very truly, 
Asst. CasHIER. 


Answer—The general rule of law is 
that a bank is bound to know the signa- 
tures of its depositors and in the ab- 
sence of negligence or fraud on the 
art of the depositor it cannot charge 
i forged check to his account, no mat- 
t-r how craftily the work may be done. 
ihe bank may, however, be absolved 
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from liability where the payment has re- 
sulted from negligence on the part of 
the depositor, as for instance: a hus- 
band permits the wife to sign checks in 
lis name, and learning she had signed 
some checks without authority fails to 
notify the bank; it was held that the 
bank was not liable for subsequent for- 
geries. (Neil v. First National Bank, 
26 Ind. App. 503); but the mere fact 
that a depositor leaves his checkbook 
lying around does not constitute such 
negligence as will free the bank from 
liability, where checks are abstracted 
and funds collected thereon. The gen- 
eral rule of law regarding this matter 
is well stated in the case of Harter v. 
Mechanics National Bank, 63 N. J. L. 
578, as follows: 

“The relation between a bank and its 
depositor is that of debtor and creditor 
and the implied contract on the part of 
the bank is that it will disburse the 
money standing to the credit of the de- 
positor only on his order and in con- 
formity with his directions. When, 
therefore, it makes a payment upon a 
check to which the depositor’s name has 
been forged, it must be held to have 
paid out its own funds and cannot 
charge the amount against the deposi- 
ior unless it shows a right to do so on 
the doctrine of estoppel or because of 
some negligence chargeable to the de- 
positor.” 

In the case of Hardy v. Chesapeake 
Bank, 51 Md. 562, the court laid down 
this rule: 


“There is no question of trust, there- 
iore, between the parties but their re- 
lation is purely a legal one; and if the 
bank pays money on a forged check, no 
matter under what circumstances of 
caution, or however honest the belief 
iv its genuineness, if the depositor him- 
self be free from blame, and has done 
nothing to mislead the bank, all the loss 
must be borne by the bank, for it acts 
at its peril, and pays out its own funds 
and not those of the depositor. It is in 
view of this relation of the parties and 
of their rights and obligations, that the 
principle is usually maintained, that 
banks and bankers are bound to know 





404 THE BANKERS MAGAZINE 


the signature of their depositors, and 
that they pay checks purporting to be 
drawn by them at their peril.” 

In keeping with the above, it there- 
fore follows that only where the de- 


positor has been negligent in some way 
that invited the fraud can the bank 
be freed from liability, and the question 
of negligence is one of evidence to be 
determined by a jury. 


The Banker and the Community 





PLEA for close relation between 
the banks and the people was 
made in an address delivered be- 

fore the convention of the Wash- 
ington State Bankers’ Association at 
Seattle, the speaker being Rev. A. M. 
Matthews, pastor of the First Presby- 
terian Church, of that city. He said, 
in part: 

“The bank does not exist primarily 
for the purpose of making money for 
itself and its stockholders, but to pro- 
mote the success of its depositors and 
borrowers. If the bank existed for self- 
ish reasons only, then it would be a 
curse to society and a menace to the 
people’s progress. If it existed princi- 
pally to inerease the dividends of its 
stockholders, then it would be a burden 
to the people. A twenty per cent. divi- 
dend means the rate of interest is too 
high or that the manipulations of the 
people’s interests have created for them 
unnecessary burdens. The bank is en- 
titled to the legitimate rate of interest. 
The stockholders should have a fair re- 
turn on their money. However, these 
are the incidental returns te the banker 
and the stockholder. The bank does 
not exist fundamentally to produce these 
results. It is an indispensable factor 
in the business world; yea, it is a de- 
creed agency for the convenience, prog- 
ress and prosperity of all the people. It 
exists essentially for the sake and prog- 
ress of others. 

“The bank, therefore, has in a degree 
a benevolent protectorate influence over 
the people. It was never intended to be 
taskmaster, a cruel oppressor nor a 
thorn in the side of the body politic. Its 


altruistic spirit must be the prominent, 
over-mastering, permanent, magnetic 
spirit if it is to succeed and the people 
are to be benefited. 

“The personal touch and incessant 
labor guarantee permanency and suc- 
cess in every department of life. You 
cannot take out the personal equation, 
personal touch, personal sympathy, per- 
sonal interest, personal labor, personal 
sacrifice and succeed anywhere or in any 
line of business. If you could take sen- 
timent out of business you would make 
it an iniquitous inquisition. 

“The bank is not a machine; it is a 
human organism dealing with human 
society ; exercising a benevolent protec- 
torate over the feeble, defending the 
weak, encouraging the struggling, in- 
spiring the faltering and driving to the 
highest pinnacle of success all with 
whom it comes in contact. 

“You cannot be patriotic if you ignore 
the people with whom you deal and for 
whom you have been created a servant. 
Rub your shoulder against the shoulder 
of the butcher and baker. Take your 
place on the curbstone with the unfor- 
tunate and stand with the crowd being 
harangued by the soap-box orator. Take 
the people into your confidence and give 
the people your confidence. Listen to 
their heartaches and pour out to them 
vour sorrows, burdens and complaints. 
You will find reciprocal sympathy and 
in that way perform your patriotic duty. 
Stand for everything that makes the 
community clean; fight for everything 
that makes the community pure; be 
willing to die for that which makes the 
community honest and righteous.” 
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Opportunity 





{Address of Elmer H. Youngman, Editor Tne Bankers MaGazine, at complimentary 


dinner tendered to the officers, directors and employees of the First National Bank of 
Jamaica, by W. H. Kniffin, Jr., Hotel Chelsea, New York, February 18, 1916.] 





HERE is a much-quoted poem on 
this subject, which runs as fol- 
lows: 


Master of human destinies am I! 

Fame, love and fortune on my footsteps 
wait. 

Cities and fields I walk. I penetrate 

Deserts and seas remote, and passing by 

Hovel and mart and palace, soon or late 

I knock unbidden once at every gate. 

If sleeping, wake; if feasting, rise be- 
fore I turn away; 

It is the hour of fate, 

And those who follow me reach every 
state 

Mortals desire, and conquer every foe 

Save death; but those who doubt or 
hesitate, 

Condemned to failure, penury and woe, 

Seek me in vain and uselessly implore, 

I answer not, and I return no more. 


The distinguished author of this 
poem—Hon. John J. Ingalls, long a 
Senator from the state of Kansas and at 
one time President pro tempore of the 
Senate and Acting Vice-President of the 
United States—has been criticised for 
the philosophy he expresses. It is said 
that opportunity comes not once, but 
often, and therefore that the main 
thought in these lines is false. I do 
not agree with this view. What Sen- 
ator Ingalls doubtless meant was that 
life’s really great opportunity comes 
but once, and that we should be pre- 
pared and ready to meet it when it does 
come. That supreme opportunity came 
to Caesar, and he crossed the Rubicon; 
to Napoleon at Waterloo, but he lost it; 
to Lincoln, and he wrote the Emancipa- 
tion Proclamation; to Roosevelt, and he 
cut the diplomatic knot and gave us the 
Panama Canal. 

These overwhelming opportunities 
may never be yours or mine, but to each 
of us there are presented every day of 
our lives minor opportunities of one 
kind or another, and the manner in 


which these are met will largely deter- 
mine our readiness to meet the great 
opportunity should it come. 

First, there is the opportunity of be- 
ing courteous—not merely to strang- 
ers, or in the social circle, or among 
those whom we are especially desirous 
of pleasing, but to the father or mother, 
brother or sister, wife, child and friend; 
to employees on the part of employers, 
and fellow workers one with another. 

The moneyed capital which a bank 
has is easily computed in dollars. But 
the capital it may obtain by practising 
kindness and courtesy to those who deal 
with it is immeasurable, infinite. This 
practice, like charity, should begin at 
home—in the bank—and is something 
that must be made habitual, for it can- 
not be assumed when you hang up your 
coat in the morning, and at night be 
left over for another day. 

Next we have the opportunity of 
learning. When were the provisions for 
acquiring knowledge ever so numerous 
and rich as they are to-day? Libraries 
filled with books containing the accu- 
mulated wisdom of the ages; newspa- 
pers and magazines spreading before us 
every day treasures of knowledge from 
all quarters of the world; lectures, so- 
cieties, clubs, art galleries, museums, 
schools, colleges, universities and educa- 
tional facilities without end; and much 
of this glorious feast free, to be had 
merely for the asking. 

And while acquiring as much general 
knowledge as you can, may I especially 
urge you to study the profession in 
which you are engaged. To familiarize 
yourself with its purely mechanical de- 
tails is necessary, but it is hardly less 
desirable that you should know the 
broad principles upon which banking 
rests, and to understand what a bank 
really is and what service it renders to 


405 





406 


the community. Study the new Federal 
Reserve Act; study it for yourselves, 
and see whether it conforms to sound 
banking principles. Upon the young 
men of the country rests the obligation 
of seeing that the United States has a 
banking system that will be an efficient 
servant of industry and trade. Proper- 
ly to fulfill this obligation your own ex- 
perience must be supplemented by study 
that will place at your command the 
experience of others. 

And the opportunities for successful- 
ly engaging in business—for making 
money, if you please—were they ever 
so numerous as now? Man’s wants have 
been multiplied by the spread of educa- 
tion and the increase of wealth, and 
the means of supplying these wants 
have been immensely increased by the 
development of mechanical ingenuity. 
Production and exchange offer a field 
for man’s activities more alluring and 
fascinating, more romantic even, than 
the bloody battlefields on which men 
still contend for glory and for fame. 
Here in America to-day we need trained 
dependable men as never before. Op- 
portunity with a thousand beckoning 
hands invites the young man who is 
alert, intelligent, industrious and honest. 
Our commerce, industry and banking 
are growing at an absolutely unprece- 
dented rate. The part each of us may 
have in this development will bear a 
direct ratio to our thorough preparation 
and to the intelligence and energy we 
display in grappling with the many 
new, vast and complex problems before 
us. 

We each have an opportunity to be 
patient, and not to fret over the cares 
and vexations of the day, but to meet 
them with a pleasant smile and a reso- 
lute spirit. The example of Mollie 
Fancher, confined uncomplainingly to 
her bed for fifty years, should not be 
lost on the restless and ambitious climb- 
ers of to-day. 

We need patience in the face of the 
awful calamity desolating the 
world; patience to hope and to believe 
that out of this desolation and great 
darkness will yet emerge a radiant light 


now 
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that shall forever hereafter illuminate 
the pathway along which humanity 
gropes and stumbles in its painful jour- 
ney toward some nobler goal. 

There is the opportunity for service 
—a word too often and too lightly on 
the lips of men. Service—not in a gen- 
eral, shadowy, indefinite sense ; but con- 
crete, helpful service to those about us 
who need it most. 

And what a matchless opportunity to- 
day for the display of patriotism! To 
hold aloft the noble ideals of those who 
with splendid scorn defied the tyranny 
of old-world kings, and of those who 
gave their lives to make this a nation of 
free men. To give, if need be, the last 
full measure of our devotion to the re- 
public founded by the fathers and thus 
far gloriously defended by their sons. 

Finally, I commend to you the su- 
preme opportunity of all: 


So live that when thy summons comes 
to join 

The innumerable caravan that moves 

To the pale realms of shade, where each 
shall take 

His chamber in the silent halls of death, 

Thou go not, like the quarry-slave. at 
night, 

Scourged to his dungeon, but, sustained 
and soothed 

By an unfaltering trust, approach thy 
grave 

Like one who wraps the drapery of his 
couch 

About him, and lies down to pleasant 
dreams. 


Date of A. I. B. Convention 
Announced 


OBERT H. BEAN, president of 

the American Institute of Bank- 
ing, announces September 20, 21 and 22 
as the dates for the fourteenth annual 
convention of the institute to be held 
in Cincinnati, Ohio. 

This will follow very closely the con- 
vention of the Ohio Bankers Associa- 
tion to be held at Columbus, Ohio, Sep- 
tember 12-14, and precede the forty- 
second annual convention of the Ameri- 
can Bankers Association, to be held in 
Kansas City, Mo., September 25-30, in- 
clusive. 





Banking Publicity 





Conducted by 


T. D. MacGREGOR 





An Investment in Ink 


By C. M. Davenport, Citizens Trust and 
Savings’ Bank, Los Angeles 


HE secret of successful farming 

is becoming more and more a 

matter of intensiveness. Time 
was when the farmer’s prosperity was 
measured by the number of acres under 
fence and cultivation. The ideal be- 
fore most tillers of the soil of that day 
was to add acre to acre until his pos- 
sessions were reckoned not so much by 
productivity as by sections and half sec- 
tions of land. Regardless of high inter- 
est rates carried by an ever increasing 
number of mortgages, always resulting 
ir a net loss at the end of the year, 
there was an insatiable desire to add to 
what was already characterized as land- 
poverty, thereby multiplying the bur- 
dens already too many and which made 
the life of the farm one of drudgery. 
Years of bitter experience have taught 
the lesson that success is to be found 
in getting out of 80 acres all it can pro- 
duce rather than merely scratching the 
surface of 640 acres. 

The principles of intensive farming 
have reclaimed many an abandoned 
New England farm and brought riches 
to the man who was willing to do the 
work intelligently and systematically. 

There are hundreds and thousands of 
banks scattered throughout the land in 
identically the same condition as that 
typified by an old and non-productive 
farm. The growth of such banks has 
been so slow as to be practically a 
negligible quantity. A meagre crop of 
profits is harvested from year to year by 
merely scratching the surface of the 
soil. If this field were deeply subsoiled 
«nd modern methods applied in a cam- 


paign of intensive advertising the re- 
sults achieved would startle the sober, 
sedate old gentleman who sticks his 
thumbs in his vest armholes and scorns 
the new school of bankers. The reason 
for this stagnation is to be found in the 
policy of dignified inactivity which 
characterizes many of our bankers. 


& 


A CONCRETE EXAMPLE 

S a concrete example of such 

banks, I might point to a certain 
institution in one of our Eastern cities. 
This bank has a name, which, if em- 
phasized, would be an asset of untold 
value. A large capital places it in 
the category of the more important 
financial institutions of the city in 
which it is located. Its main banking 
qvarters are in a magnificent building 
on one of the most prominent streets. 

A substantial building on another 
busy corner houses the main branch or 
subsidiary. In addition to these two 
dewntown plants not less than six 
branch banks located in well selected 
retail shopping centers and residence 
districts complete a combination that 
would appear to be well nigh perfect 
and one that should make it the peer 
of any banking institution in the city. 
In addition to this splendid equipment, 
it numbers among its directors many 
names prominert in commercial, social 
and political circles. 

But strange as it may seem the de- 
posits in this bank have not grown with 
the population nor kept pace with the 
cecmmercial developments, which have 
been very marked. 

The deposits have remained practi- 
cally stationary for the past five years. 
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A CONTRACT 


N contrast to the lethargy of this 

bank, I might cite the case of another 
institution just two blocks away. The 
name is not at all euphonious and never 
can be made an asset with which to con- 
jure new business. It has but one bank- 
ing house and a board of directors 
whose names carry no more influence in 
the community than those on the first 
named board, and the capital siock is 
exactly the same. 

Here the parallel ceases, for the lat- 
ter bank is a center for an ever-increas- 
ing throng of satisfied patrons who 
fiock its corridors from the time the 
doors are first flung open in the morn- 
ing until long after the regular hour 
of closing in the afternoon. Five years 
ago the total deposits of this bank were 
$13,000,000, while today they show a 
magnificent total in excess of $21,000,- 
000. In the same period of time the 
number of depositors has grown from 
55,000 to approximately 60,000 and 
their number is increasing at the rate 
of about 2,000 per month, which not 
only overcomes the deficit of normal 
closures but continues to carry the total 
to a new high-water mark every suc- 
ceeding week. 

The reason for the marked difference 
between these two banks is patent to 
even the most casual observer, and it is 
simply this: One is pursuing the plan 
followed by the farmer of past gener- 
ations, while the other is modern and 
up to date, following the most approved 
methods of intensive cultivation. 


& 
INTENSIVE CULTIVATION 


NE has spread out over a large 
area merely scratching the sur- 
face, while the other has sent the plow 
deep into the subsoil and has utilized 
the fence corners for extra planting, 
with the result that a rich harvest has 
been garnered. 
The vital and fundamental difference 
which characterizes the administration 


of the affairs of these two institutions is 
due to the wise and persistent use of 
printer’s ink in one case and the neg- 
lect of it in the other. 

When John Gutenberg labored and 
toiled in secret in the deserted monas- 
tery of St. Arbogaste to perfect his then 
strange and suspicious invention, he lit- 
tle dreamed of the part his invention 
would play in all subsequent ages; that 
from his genius would evolve one of 
the greatest forces of the centuries, and 
that his name would be handed down to 
coming generations as one of the great- 
est benefactors of the race. 

Were I asked to name the most po- 
tent factor in the world’s marvelous de- 
velopment, my unhesitating reply would 
be “the printing press.” 

The recognition of the potency of this 
agency in modern business inevitably 
brings the rewards of success, and no 
where more surely and quickly than in 
the realm of finance. 


& 


DOES IT PAY? 


HE answer to this question is so 
self-evident that the merest novice 
would hasten to reply in the affirmative. 
The aggressive bank referred to has on 
deposit $8,000,000 more than it had five 
years ago. Making a liberal allowance 
for the cost of doing business, including 
interest paid depositors, and figuring a 
conservative earning power for the 
money involved, we readily arrive at the 
conclusion that the net profits should 
be placed approximately at one per cent. 
or $80,000 per annum. This amount 
equals four per cent. income on the in- 
vested capital of $2,000,000. Five years 
ago this particular bank was able to pay 
annual dividends to its stockholders at 
the rate of six per cent. 

This bank because of the above men- 
tioned increase of working capital is to- 
day paying dividends at the rate of ten 
per cent. and all the time gradually 
adding to its earned surplus and undi- 
vided profits. 

"Tis needless to say that the other 
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bank still holds to its old six per cent 
dividend rate. 

To the great commercial enterprises 
known as department stores, the air cur- 
rents set in motion by swiftly revolving 
printing presses are as the breath of 
life. To eliminate the advertising de- 
partment from one of these vast em- 
poriums would be but a_ preliminary 
step toward despatching a messenger 
for the commercial undertaker, and a 
notice to the probate court that the af- 
fairs of the deceased require the serv- 
ices of an administrator. 

Many of the vast fortunes accumu- 
lated in recent years are due almost en- 
tirely to the eternal vigilance of shrewd 
press agents who have dipped their 
quills deep into the ink of publicity. 
The merits of particular commodities 
have been emblazoned on hillside and 
desert waste; from housetop and gran- 
ite blocks beneath our feet silent mes- 
sages are borne to us ever reminding 
us of what we are losing if we fail to 
eat, drink or wear, as the case may be, 
the special brand of tomato catsup, 


grape-juice, or shoes—and even after 
evening shades have gathered, electric 
signs flash a parting reminder lest we 
forget. 

One of the most remarkable phe- 
nomena in chemistry is that which is 
known as “catalysis” or “action of pres- 


ence.” It is called “action of presence” 
because the mere presence of a certain 
substance among the atoms of another 
substance produces the most extensive 
changes upon these atoms. Thus, for 
instance, starch is converted into sugar 
and gum at a certain temperature by the 
presence of an acid which does not par- 
ticipate in the change. In the business 
world as in the sphere of chemistry 
there are certain principles that produce 
remarkable changes. Printer’s ink, 
wisely and persistently applied, becomes 
the vital solvent that transforms a de- 
cadent institution into one of vigor and 
power. 

To change the figure, many banks, 
and other organizations as well, are in 
an anaemic condition—depleted, run 
down and bloodless. For such a deplor- 
thle state intensive cultivation in the 
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form of an active advertising campaign 
will prove to be the best tonic on the 
market and will multiply the red cor- 
puscles in the business arteries, which 
alone can restore lost strength and con- 
fidence. 

There are many fields open to the in- 
vestment of banking capital, but the 
most prolific source of profits is a ju- 
dicious investment in ink. 


& 
A 28-Year-Old Form Letter 


Good Bank Advertising Is 
Young After All 


Not So 


SOME of us upstarts who think that 

good bank advertising is only a 
decade or so old may derive profit from 
a perusal of the subjoined form letter 
sent out by the First National Bank of 
Montgomery, Ala., almost a generation 
ago. It is interesting to note that the 
A. M. Baldwin, who signed this letter 
as cashier is now president of the in- 
stitution. The letter reads: 


THE FIRST NATIONAL BANK OF 
MONTGOMERY 


Montgomery, Ala., October 6, 1888. 


Dear Sir—The First National Bank of 
Montgomery begs leave to call your atten- 
tion to the little book herewith enclosed, 
giving some general information on the sub- 
ject of banking business that may be of 
interest to its friends who are already de- 
positors, as well as to those who may en- 
tertain the thought of opening a bank ac- 
count. 

The idea that banks are for the rich 
is a long-exploded fallacy; banks are dis- 
tinctively for the people, and those com- 
munities are the most prosperous wnose 
people, of all classes, avail themselves of 
the banking privileges most generally. It 
is useless to dwell upon the habits of thrift 
engendered by the practice of depositing all 
moneys in bank when received, and paying 
all debts, large and small, by checks. No 
one begins to accumulate until he has opened 
a bank account, and the fact that it is a 
small one should be no discouragement to 
the depositor; the same courtesy is extended 
to all the patrons of the bank. 

In selecting a bank the depositor’s first 
assurance must be that of safety; the se- 


* curity it offers must be so complete as never 
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tu give him a moment’s thought. While 
the city merchant, through his personal 
knowledge of the management of different 
banks, may exercise a discretion, more or 
less accurate in his choice, the planter and 
the country merchant must look first to the 
laws under which a bank is organized, and 
next to the directors and officers who con- 
trol it. The National banking laws furnish 
a safeguard as entirely free from risk as 
any system of banking ever devised; the 
danger to depositors is minimized, as they 
are protected by every guarantee that the 
Government can offer, employing as it does 
for this purpose special National bank ex- 
aminers, and requiring sworn statements 
from each institution every few months; 
aside from this security, the officers and 
directors of National banks are liable to 
criminal prosecution, in the uncompromising 
Federal courts, for even a technical viola- 
tion of the least of the National Banking 
laws. 

As the perfect security of National banks 
cannot be questioned, there is no reason 
why the most cautious and distrustful should 
not transact all their business through this 
channel, and the First National Bank of 
Montgomery, the oldest in this state, except 
one, referring with just pride to its past 
history, and calling especial attention to its 
present strong board of directors, respect- 
fully asks your patronage. 

A. M. Batpowtn, Cashier. 


& 


Save For a Ford 


FORD Automobile Club is the idea 

evolved by Treasurer Wilbur F. 
Beale, of the Dorchester Trust Co., 
Boston, to increase the savings deposits 
of his institution. 

It is required that a person opening 
en account deposit $10 each week for 
thirty or thirty-five weeks, depending 
on whether he wants a runabout or a 
touring car. The bank pays interest 
on these deposits, and the money can- 
rot be withdrawn until the expiration 
of the specified time. If then the de- 
positor decides he does not want a car, 
the money and interest will be paid 
over. It will be paid over anyway, and 
if the car is to be bought, the depositor 
will take $300 or $350 to the garage 
which is working in co-operation with 
the trust company, and receive a car. 
The buyer can have as many extras and 
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EMPHASIZING THE LOCATION OF A 
NEW TRUST COMPANY 


accessories as he wishes, and the car 
is delivered with the condition, backed 
by a clause in the bill of sale, that the 
buyer continue to deposit $10 a week 
with the trust company until the car and 
the extras are paid for. 


& 
A Good Booklet 


VERY complete booklet is that re- 

cently issued by The Southern 
Bank and Trust Co. of Miami, Fla. It 
is a thirty-two pager, well written, il- 
lustrated and printed. It is occupied 
largely with the Florida Bank and 
Trust Co. laws, and its purpose is 
stated as: “To fully explain the powers 
and duties of trust companies doing 
business under the laws of the State of 
Florida, and to advise our patrons that 
this bank and trust company is, in 
every way, qualified to serve its patrons 
under the provisions of the law.” 


& 


‘*Dark Ages’’ Is Right 


A Backward Step Proposed in New 
Hampshire 


HE chairman of the State Bank- 
ing Commission in New Hampshire 
has informed the larger banks in that 
state that in his opinion if they would 
stop their newspaper advertising it 
would be beneficial to the smaller 
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banks which cannot afford to advertise. 

Did it ever occur to Commissioner 
Lyford, we wonder, that small banks 
become large ones through advertising? 

Commenting on this enlightened pro- 
uunciamento, a New Hampshire bank- 
er said that it sounded like “a 
from the dark ages.” 


voice 


& 


Reasons for a Good Bank 
House Organ 


ONVINCING reasons for a suit- 

able bank house organ are: 

1. It will give you a piece of adver- 
tising matter that people will be glad 
to receive every month. 

2. It will enable you to advertise 
every service of your bank constantly 
and in ever-varying form. 

3. It will give you a good excuse for 
cutting out worthless and non-produc- 
tive advertising mediums—programs, 
calendars, ete., and concentrate your ad- 
vertising efforts and expenditures. 

4. It will increase your good will and 
the popular respect for your institution 
to issue a really high-class publication 
periodically. 

5. It will enable you to make season- 
al appeals, taking advantage of Christ- 
was, New Year’s, seedtime, Fourth of 
July, vacation time, harvest, Thanks- 
giving, etc., to turn the people’s atten- 
tion to your timely services. 

6. It will make it possible for vou to 
educate the rising generation in your 
community to become good bank de- 
positors and customers later on. In at 
least one community house organs made 
for a local bank are being used by a 
school teacher as models of correct and 
«ffective English for his pupils. 

7. It will enable you to supplement 
your newspaper, street car and other 
general advertising, because you will 
have more space at your disposal to ad- 
vertise anything in greater detail. 

8. It will give vou a chance to boost 
any good local work or give your views 
on any matter that is upperntost in the 
popular mind—Good_ roads, better 
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Another Good Record 


THE AVERAGE ATTENDANCE OF OUR 
DIRECTORS THE PAST YEAR WAS 


14 Out of 17 
ACTIVE, CAREFUL GUIDANCE 
CORN EXCHANGE 


NATIONAL BANK 


PHILADELPHIA 
CHESTNUT AT SECOND STREET 











THIS ONE SHOWS THAT THE DIRECTORS ARE ON 
THEIR JOB 


farming, new industries, trading at 
home, beautifying the town, ete. 


& 


Market Letter for Farmers 


‘THE customary bank “market let- 

ter” is that issued by the big city 
benk and it deals with the big general 
movements to quite an extent. A more 
unusual message is that issued with its 
lust-of-the-year statement by The First 
National Bank of Carrington, N. D. 
Its good suggestions to farmers run 
as follows: 


1915 will long be remembered as a year of 
unusual prosperity in this locality. On 
farms, increased grain acreage returned 
big yields and excellent grades. Prices were 
high; even dockage being saleable, and farm 
profits being correspondingly greater. Cat- 
tle and hog prices ruled somewhat lower, 
yet, averaged well. The year closes with 
more and better livestock on most farms. 
Corn and alfalfa acreage increased. Mer- 
chants and dealers enjoyed an increased vol- 
ume of trade with more cash and less credit 
sales. Collections have been good and gen- 
eral indebtedness much reduced. 

1916 conditions are unrevealed. Lack of 
fall plowing indicates reduced crop acreage 
and lessened total yields. Idle lands will 
be summer tilled and much dormant foul 
seed destroyed. A more determined fight 
should be made against foul seeds and 
grasses. Increased sales of farm lands are 
leoked for with improved prices. Loaning 
rates are easier. Reduced rates on time de- 
posits predicted. A tendency to over sell, 
over buy, over loan, to over do is foreseen. 
Prosperity has come to us too suddenly. We 
suggest the wisdom of conservatism along 
all lines. 

Credit should be reduced rather than ex- 
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Your Signature 
in This Bank 


Fifteen thousand checks and drafts 


UNIT SYSTEM 


the care of passing on the genuine- 


ts, two branches of 
work formerly kept separate. 

The teller is more completely and 
sympathetically in touch with his 
customers’ interests than ever before. 

K accvunt in this bank will be handled with all the care 
that the best methods and thoughtful consideration can give. 


Northwestern National Bank 
The Bank That Encourages Thrift 
Resources, $51,500,000 











THE PERSONAL ELEMENT IS EMPHASIZED IN THE 
ABOVE 


panded and unnecessary debt wiped out. 

Buyers should plan all expenditures care- 
fully. Bankers must guard against specu- 
lative loaning and require sound security. 

Remember good years are often closely 
followed by poor years. 

The best investment is a debt paid. Pros- 
perity is not in what you make but in what 
you save. 


& 
How Banks Are Advertising 


Note and Comment on Current 
Financial Advertising. 


HE cashier of a bank in a North- 
ern city hit upon a good idea to 
advertise the safe deposit and 

storage vaults of his institution. In 
January, through the “society editor” 
of the leading local newspaper, he ob- 
tained a list of families that were go- 
ing south or to California for a winter 
trip. Then he sent them a form letter 
suggesting the use of the storage vault 
for the safekeeping of the household 
silver, etc., during the absence of the 
family. 


© 


To help boost its city, The Home Sav- 
ings Bank, of Toledo, O., prints illus- 
trations and brief facts concerning lead- 


ing local industries on the back of its 
statement folders. The Willys-Over- 
Innd plant was used on the statement of 
December 31, 1915. 


® 
In order to make it easy for cus- 
tomers and friends to help the bank 
along, The First National Bank of 
Clarksville, Tenn., provides them with a 
book of identification cards. Cashier 
C. W. Bailey, in the form with accom- 
panying the book, says: “People often 
ask you ‘Where do you do your bank- 
ing?’ and ‘Where should I open an ac- 
count or rent a safe deposit box?’ If 
you will just fill out and give them one 
of these cards in response to such in- 
quiries, and recommend your friends to 
this bank, we will be very glad to ex- 
tend them every courtesy and conven- 
icnce at our command.” 


© 


Some interesting folders are being 
used by The Guaranty Trust and Sav- 
ings Bank, of Jacksonville, Fla. Among 
them “Good Management for Your Es- 
tate” and “A Plain Talk About Your 
Grandfather, Your Neighbor and You.” 
They are unusually good trust and say- 
ings talks, respectively. 


© 


An unhackneyed idea is that used by 
the Rock Island, Ill.. Savings Bank, 





“One of the Deposits Is Worth Mentioning” 





“The inventory of the estate of Walt 
W. Hodges, formerly of Brookline, shows 
that Mr Hodge 


There Is 

a Hint In 

This For 
fo er $3 5 c 
cumulated during the fifty-one years, all 
an original deposit of $806 —The 


ror 
Banker and Tradesman 


Lynn Institution For Savings 


| Money Deposited Now Draws Interest froia February First 


the assets § include 
over $70,000 








HOW MONEY GROWS 
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early in January when local stores were 
advertising big price reductions. The 
bank said in its ad: 


THE DISCOUNT SALES 
now on at the splendid stores in Rock Island 
afford an opportunity for economy in pur- 
chases. 

Deposit an amount equal to your savings 
at these sales in a Savings Account at this 
Strong Bank and have what you save: Try 
it—you will be pleased. 


“Courtesy Corner” has been adopted 
as a slogan by the Security Trust and 
Savings Bank, Los Angeles, and the 
Fidelity National Bank, Spokane. 
Probably the idea will spread like wild- 
fire and ‘“‘courtesy corners” will be pop- 
ping up everywhere, to mix the meta- 
phor. This was the case with “The 
Bank of Personal Service,” and “Safety 
First.” Speaking of the latter expres- 
sion, there is a “Safety First Trust 
Company” in a Western state. “Safety 
first’ is all right, but it ought not to be 
“originality last’ in bank advertising. 


© 


“Banking Before Sunrise” is certain- 
ly “going some,” but that’s what you 
can do at the Hellman Bank, Los An- 
geles, which advertises that it “opens 
at 7 o'clock Monday morning, does not 
close until 12 o'clock Saturday night.” 


© 


Evidently believing in useful novel- 
ties, the Putnam Trust Co., Greenwich, 
Conn., gives out an anti-germ telephone 
mouthpiece disc, a bridge score card 
ard a telephone directory card. 


© 


“These men pioneered the way for 
you,” says The Cleveland Trust Co., 
on the cover of a vest-pocket-size book- 
let. Within, portraits and brief 
sketches of the late George M. Pull- 
man, John Jacob Astor, Senator Elkins, 
‘larshall Field, Chief Justice Fuller, 
Mayor Gaynor, Stephen Girard, Jay 
Gould, President Benjamin Harrison, 

Pierpont Morgan and Joseph Pu- 
tzer, all of whom trusted part of their 
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property or made a trust company their 
executor. 


© 


Among banks that use a combination 
letter and circular to farmers are: The 
Chenango Valley Savings Bank, Bing- 
hamton, N. Y.; the Utica Trust and 
Deposit Co., Utica, N. Y.; the State 
Bank, Avon, N. Y.; the First National 
Bank, Beverly, N. J.; the Havre de 
Grace Banking and Trust Co., Havre 
de Grace, Md.; and the First National 
Bank, Port Jervis, N. Y. 

© 

“The Bank With Pep” is the slogan 
of a Kansas City bank with over $10,- 
000,000 deposits. Come on, now, isn’t 
there some “Bank with the Punch?” 


© 


Speaking of slogans, the Zions Sav- 
ings Bank and Trust Company, of Salt 





The Woman’s Account 


The National Bank of 
Commerce Values the 
Woman's Account Hi 


REASON for the particular favor with which this 
bank looks upon such accounts is because of the 
innate loyalty of women, As a rule, a woman re 
gards her bank with the utmost confidence and friendship, 
and she is frequently instrumental in bringing to her bank 
business even more important than her own. She speaks 
well of the bank to her friends and neighbors, and this re- 
pays many fold the courtesy and attention extended to her. 


The National Bank of Commerce main- 
tains a writing and rest room with free tele- 
phone service for women customers, 


If a woman customer who is the Treasurer 
of any organization will make all payments 
by check, and deposit all funds received, in 
this bank, we shall be glad to show her how 
we ean help ‘‘keep the books’’ and aid her in 
making her annus! report. 


Personal aceounts, domestic or household aceounts, ac- 
counts for funds awaiting investment, accounts of Society 
Treasurers, subscription organizations, and other accounts 
for speeia) purposes are welcomed. 


The National Bank of Commerce 
In St. Louis 








A STRONG PRESENTATION OF AN 


FEATURE OF BANKING 


IMPORTANT 
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Does Your Bank Know You? 





“I don't believe I have ever exchanged two 
words with an official of the uptown branch of 
the bank I do business with; nor do thev bother 
about me." 

This is the reported comment of a well known 
professional man to a Wall Street banker, and 
while, in many instances, it unmistakably con- 
tains a large percentage of truth, it also and 
equally unmistakably reflects not upon the 
banks, but upon their depositors, who in general 
would seem to persistently avoid making the 
acquaintance of ‘the officers of the banks with 
which they deal. 


Personal acquaintance with the man with 
whom we are dealing is an important factor in 
sustaining those permanent, pleasant and profit 
able relations which the Harriman National 
Bank endeavors to establish 


National banks are not as yet permitted 
directly to establish and open domestic branches, 
and therefore depositors dealing with national 
banks can at all times come into direct personal 
contact with the officers. The officers of the 
Harriman National Bank have always made a 
feature of personally meeting their customers; 
they are ready and willing at all times to be 
consulted about their depositors’ business and 
financial affairs and to give such advice as lies 
within their power and province. 


BANKING HOURS FROM 8A M. TOO P.M 
SAFE DEPOSIT VAULTS 6.4. M. TO MIDNIGHT i 


HARRIMAN NATIONAL BANK 


FIFTH AVENUE AND 44TH ST. NEW YORK 























THE ‘“‘GET TOGETHER’ IDEA AS ATTRAC- 
TIVELY PRESENTED BY THE HARRIMAN 
NATIONAL BANK OF NEW YORK 


Lake City, says: ““The sun never sets 
on our depositors.” Right here, we 
imagine someone is going to rise and 
remark, irreverently and _ irrelevantly, 
that that reminds him of the retort of 
the Frenchman when the _ Britisher 
bragged that the sun never set on the 
British dominions, “Oui, he must keep 
his eye on ze raseals.”’ 


© 


A good folder on ‘Mortgage Loans” 
is issued by the Miami (Fla.) Savings 
Bank. 

© 


Not forgetting that children have a 
habit of growing up, the Commercial 
National Bank of Raleigh, N. C., tries 
to get their good will by occasionally 
giving out advertising matter of interest 
to them. One of the latest was a 
“buzzer” consisting of circular card- 
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board disks of various colors to be ro- 
tated on a cord in the well-known man- 
ner. 


© 


The First National Bank of Omaha, 
Neb., and the Bank of Hattiesburg, 
Hattiesburg, Miss., are among the re- 
cent accessions to the ranks of the bank 
house organ users. “The First Na- 
tional Saver” and the “Bank of Hat- 
tiesburg Magazine” are the names of 
their publications. 


® 


Knauth, Nachod & Kuhne, New 
York, issued a leaflet, “Are You Going 
South,” to advertise their travelers’ 
checks. 

© 


Good headlines of recent newspaper 
advertisements of the American Na- 
tional Bank of Richmond, Va., included 
these: “Self Defense,’ “Managing a 
Farm on Business Rules,” “America 
First,” “How One Boy Obtained a Col- 
lege Education.” The 16th anniversary 
statement of this bank contained on the 
outside a beautifully colored picture of 
the bank’s building and its surroundings. 


& 


Comment on Reproductions 


HE two Canadian bank ads. repro- 
duced show that banks in the 
neighboring dominion are not a whit 
behind banks in the United States in 
a realization of the importance of good 








The Bank of 
Nova Scotia 


PAID-CP CAPITA 
RESERVE FUR 12,200,008 
© ape S008 TOTAL RESOCRCES -er 9a.omaene 
Reserved Puede 0. 090 


THe oe 
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GOOD CANADIAN ADS 
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copy and a knowledge of how to get it 
well displayed. It would seem that the 
Lranch bank system in vogue in Canada 
ought to make for efficiency in bank ad- 
vertising as a great deal of the copy 
can be prepared at the main office and 


“syndicated” to the branches in the 
form of electros or otherwise. 
© 
Occupying originally ten inches 


across four columns, the ad. of The 
Northwestern National Bank, Portland, 
Oregon, was a very striking one. Its 
errangement is unique and shows the 











IS BANK combines those 
which 


First, perhaps, becausé it is » National 
Bank, operating under the National Bank 
ing Laws. Then— 


























UNIQUE DISPLAY 


benefit of a bank’s getting professional 
advice, and co-operation in its advertis- 
ing. W.S. Kirkpatrick, who is respon- 
sible for it, says: “This is a special edi- 
tion advertisement. Copy for regular 
issues runs in space two columns by 
four inches and carry the same layouts 
and signature cut, with change of copy 
each issue. These appear four times 
cach week in four daily papers.” 


© 


In regard to the unusually well-dis- 
played and well-written trust ads. of 
he Union Trust & Savings Bank, of 
Spokane, Carl W. Art, manager of the 
ublicity department, says: “This style 
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of display and the tone of the copy are 
the result of considerable study, and 
they are proving effective in stimulat- 
ing the business of our trust depart- 
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DISTINCTIVE 


ment. 
the force of the short sentences and 
the limited number of words tend to 
make the advertisements easily read- 
able, almost compelling the reader to 
give them consideration.” 


The boldness of the headlines, 


© 


We are far enough away from Ho- 
boken, N. J., to remark safely that 
there seems to have been a striking lack 





TWEEDLEDEE AND TWEEDLEDUM 


of originality on the part of one of the 
banks whose circular trademark em- 
blems are reproduced. 


© 


The reproduction of an apropos news- 
paper clipping with suitable markings 











416 THE BANKERS MAGAZINE 


Did You Read 
mal his Editorial? 











LU OCKING THE 











THE MERCHANTS 
NATIONAL BANK 


CAPITAL AND SU@PLUS *SOOD0O 
UNOER GOVERNMENT UPL EVISIOR 


OPEN SATURDAY EVENINGS. 













en all other bauke of 
in re and the Pacific 


dow, this large bank wal te 






aS: customers an in compara: 
| Savery FIRST ble 
It is inewrance agaist 
Prancial disappoint. 
have 





100 Years of Saving 


This new year marks the one bundredth 
lishmest of savings 





The Christmas Savings club will be open to membership until Dec. 31 


lowa Loan & Trust Co, oa ESF ist 











210 Sixth Avenue, amo Sua 





THESE WILL REPAY STUDY 


is always a good advertising idea, and The big bank ads. from the Salt Lake 
we have rarely seen it any better done ‘Tribune’ and the Helena (Mont.) 
than in the case of the advertisement ‘Independent,” respectively, occupied 
of the Iowa Loan,& Trust Co. of Des full page — and are both very strik- 
Moines. ing. The “Save Me” one is a syndi- 
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ag CENT iN WIN CITIES — 





$1, 000, 000 IN NEGOTIABLE REVENUE STAMPS 
BANDITS’ LOOT IN RECORD ST. PAUL ROBBERY 





( They Couldn't Have 
Gotten Into Our Vault 





**PREFERRED POSITION” 


cated affair and in some cities is being 
used as the opening gun of a commu- 
nity bank advertising effort. The 
“Business is Good” ad. was paid for by 
six banks in Helena and as a co-oper- 
ative idea it is all right as a starter, 
but unless it is followed up regularly 
by similar united efforts of the local 
banks it would seem to be too much like 
the small boy who spent all of his 
Fourth of July money on one big fire- 
cracker. His celebration was soon over. 


© 


There is genuine human interest in 
the ad. of the Merchants National 
Bank, Cedar Rapids, Ia., headed “A 
Man’s Wife.” 


© 


Probably a great deal will be made 
of 1916 being the centenary of the 
American savings bank. The Burling- 
ton, Ia., ad. is the first one of the 
kind we have seen. It was used in 
January. 


© 


It is somewhat surprising that it is 
so dark a night in that Hellman Bank 
ad., what with such a big moon, but it 
certainly emphasizes the message it is 
lesired to convey. 
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SAFE DEPOSIT ADVERTISEMENT 


The Fargo, N. D., ad., “Locking the 
Barn Door,” is a good illustration of 
the value of turning proverbial expres- 
sions to good advertising account. This 
is a splendid ad. typographically, too. 
The 4-rule border is good. 


© 


Through the quick thinking and act- 
ing of Cashier M. R. Knauft, the Mer- 
chants National Bank of St. Paul 
scored a beat on its competitors in an 
advertising way on January 7 last. On 
the morning of that day it was discov- 
cred that burglars had broken into the 
antiquated vault of the Internal Rev- 
enue office in St. Paul and had made 
good their escape with almost a mil- 
lion dollars’ worth of negotiable revenue 
stamps. Mr. Knauft heard of it early 
and telephoned the editor of this de- 
partment of the Bankers MaGazine, 
who lives in St. Paul, to come over to 
the bank to get up an emergency ad. 
This was done and by paying forty 
per cent. above the regular space rates 
the advertisement headed “They 
Couldn’t Have Gotten Into Our Vault” 
was run in two evening papers right 
next to the news story of the big rob- 
bery. It was the only bank advertise- 
ment in the paper that day. The next 
day several other banks appeared with 
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safe deposit ads., thus, to some extent, 
making up for having been “scooped” 
the day before. 
© 

An unusually well arranged “anni- 
versary” ad. is that of the Second Ward 
Savings Bank, Milwaukee. It is a 
model for the bank ad. historical. 


10) 
As a mark of individuality the 


Wachovia Bank and Trust Co. of Win- 
ston-Salem, Asheville, Salisbury and 
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High Point, North Carolina, has recent- 
ly adopted the trade-mark shown here- 
with. The cleverness of the emblem 
Lardly needs an explanation as_ it 
speaks for itself, reflecting credit both 
on the institution and on the state in 
which it is located. The slogan “Old- 
est and Strongest Bank and Trust Com- 
pany in North Carolina” individualizes 
the institution, and is a fact of which 
its officers, employees and friends feel 
proud. 

The outline of the map of the state 





On December 26th, 1655, the 
Second Ward Savings Bank 


60th Anniversary of the 
Second Ward Savings Bank 








opened its doors in a modest 
little building on Third and 
Chestnut Sts.—shortly there- 
after moving to its first home 
on its present site. 


1855. $ 
1860__ 
1865__ 
1870__ 
1875_ 


Its only asset was unswerving 
loyalty to straight-laced stand- 
ards and ideals of integnty 


Your grandfathers and grand- 
mothers deposited their 
money in this bank because 
they believed in the men who 
founded it. 


There were no clearing-house 
tules to abide by—the super- 
vision of banks had not devel- 
oped to the present day degree 
of comprehensiveness. 





And never were these men 


in Deposits 
1,505.79 
40,379.61 
113,374.30 
458,506.00 
1,663,528.04 
—_ 1,978,725.17 
~ 2,922,209.16 
—— 3,915,756,78 
3,982,123.72 
6,229,036.74 
9,360,407.74 
10,156,730.01 
18,586,112.54 





Third and West Water Streets 














weighed in the balance and 
found wanting. 


Today the same old-fashioned 
ideals of integrity obtain in 
this modern bank of personal 


service. 


In saving deposits it stands first 
in Wisconsin with over 28,000 
individual depositors; more 
than any other bank inthe state. 


In commercial deposits it has 
made in three years time a 
gain of approximately 200% 


The three offices of this bank 
are located for your conven- 
ience on the ground floor and 
it is easy to transact your 


business there. 


It us your bank. 











THE BANK AD, 


HISTORICAL 
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shows that the institution does a state- 
wide business in a state in which agri- 
cultural, commercial and industrial in- 
terests flourish, which are represented 
by the scenes displayed in the outline 
of the map. 

This trade-mark was worked up at 
the suggestion of F. H. Fries, president 
of the institution, by Publicity Manager 
Hardee, the drawing having been made 
by the Baltimore, Maryland, Engraving 
Co. It is another example of a South- 
ern bank that has become large enough 
to specialize and individualize its adver- 
tising efforts. 


© 


An absolutely unique point appears 
in the reproduced advertisement of the 
First National Bank of Philadelphia. 
This was the first bank chartered un- 
der the National Banking Act, and in 
calling attention to that fact the title 





THE NATIONAL 
BANK ACT 


was passed by Congress and signed by 
President Lincoln, February 25, 1863. 
At that time the Government was sorely 
in need of funds to carry on the war, and 
this bill required banks to take out circu- 
lation based on a deposit of Governmetit 
bonds, thus providing a market for the 
bonds and funds for the Government, at 
the same time giving us a safe currency, 

The First National Bank of Phi ledcighia 
was the first bank chartered under this 
Act. Though proud of its historical re- 
cord this bank takes greater pride in that 
it is equipped and conducted for the high- 


est class service to its customers. 


THE FIRST 
NATIONAL BANK 


OF PHILADELPHIA 


315 Chestnut St. 











A GOOD COMBINATION OF 
AS TALKING 


HISTORY AND SERVICE 
POINTS 


of the act is very properly used. But 
while the bank is proud of its histori- 
cal record it “takes greater pride in that 
it is equipped and conducted for the 
highest class service to its customers.” 


S’ BANK & TRUST cova 
IN NORTH CAROLINA 





AN ATTRACTIVE TRADE-MARK WHICH SHOWS 
MARKED INDIVIDUALITY 


Bank Advertising Exchange 


Those listed herewith are willing to ex- 
change booklets, folders and other adver- 
tising matter issued by them. Subscribers 
can get on this list free of charge. 


Watch for new names and other 
changes. 


F. R. 
American 
D. Ansley, 
Texas. 

Carl W. Art, 
Trust & Savings Bank, Spokane, 
A. F. Bader, publicity manager, 
Bank, Evansville, Ind. 

C. W. Bailey, cashier, First National Bank, Clarks- 
ville, Tenn. 

The Bankers Magazine, New York. 

H. C. Berger, Marathon County Bank, Wausau, Wis. 
E. JL. Bickford, cashier, First National Bank, Napa, 


Adams, Will Co. National Bank, Joliet, Ill. 
National Bank, Richmond, Va. 
care Central Trust Co., San Antonio, 
manager publicity department, Union 
Wash. 

City National 


R. A. Bradham, cashier, The Commercial & Savings 
Bank, Sumter, 8. C. 

D. R. Branham, 6252 Leland Way, 

Jesse E. Brannen, cashier, First 


Westwood, N. J. 

3ank of San Rafael, San Rafael, Cal. 

E. M. Baugher, president, The Home Building Asso- 
ciation Co., Newark, Ohio. 

\’. W. Beerbower, National Exchange Bank, Roanoke, 


Los Angeles, Cal. 
National Bank, 


a. 

H. C. Bollman, First National 
tank, Collinsville, Okla. 

. J. Brooks, cashier, The Guaranty Trust & Sav- 
ings Bank, Jacksonville, Fla. 

J. A. Buchanan, Guaranty Trust Co., Lancaster, Pa. 

F. B. Bunch, am. Merchants & Farmers Bank, 
Statesville, N 

E. C. Burton, 
Chester, Pa. 

Stephen L. Burwell, vice-president, 
Sank, Jackson, Miss. 

A. Bush, Jr., Ladd & Bush, bankers, Salem, Oregon. 

The Citizens Bank & Trust Co., Tampa, Fla 

Citizens National Bank, Oconto, Wis. 

Commercial Bank, Midway, Kentucky. 

Allan Conrad, Box 385, Port Huron, Michigan. 

B. 8S. Cooban, 518 W. 62d Street, Chicago, Ill. 

H. Reed Copp, assistant advertising manager, Old 
Colony Trust Co., Boston, Mass. 

Arthur 8. Cory, Chehalis National Bank, Chehalis, 
Wash. 


assistant cashier, 


cone -president, Penn. National Bank, 


First National 
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David Craig, Tradesmens National Bank, Philadel- 
phia, Pa. 

M. Clarence Crowson, cashier, Home Banking Co., 
High Point, N. C. 

Eugene E. Culbreth, Commercial National Bank, 
Raleigh, N. C. 

Bradley Currey, c/o Fourth & First National Bank, 
Nashville, Tenn. 

H. A. Dalby, Naugatuck Savings Bank, Naugatuck, 
Conn. 

Dexter Horton National Bank, Seattle, Wash. 

T. R. Durham, assistant cashier, Chattanooga Sav- 

ings Bank, Chattanooga, Tenn. 

y. R. Dysart, assistant cashier, First National 

Bank, Ripon, Wis. 

J. ©. Eherspracher, assistant cashier, First National 
Sank, Shelbyville, Ill. 

A. A. Ekirch, secretary, North Side Savings Bank, 
New York City. 

Fr. W. Ellsworth, publicity manager, Guaranty 
Trust Co., New York. 

Hamilton National Bank, Denver, Colorado. 

The Franklin Society, 38 Park Row, N. Y. 

Pb. W. Finch, assistant cashier, Birmingham Trust 
& Savings Co., Birmingham, Ala. 

First National Bank, Lead, S. D. 

H. Gavere, asst. cash. of Scandinavian American 
Bank, Grand Forks, N. D. 

B. P. Gooden, advertising manager, New Netherland 
Bank, New York. 

J. W. Groves, advertising manager, Minnesota Loan 

& Trust Co., Minneapolis, Minn. 

fe o Hamsher, First National Bank, Los Gatos, 

Cal, 

Victor F. Hann, manager publicity department The 
Fifth Avenue Bank, New York City. 

J. W. Hansen, cashier, Citizens State Bank, She- 
boygan, Wis. 

D. L. Hardee, publicity manager, Wachovia Bank & 
Trust Co., Winston-Salem, N. C. 

E. A. Hatton, cashier, First National Bank, Del 
Rio, Texas. 

John R. Hill, Barnett National Bank, Jacksonville, 
a. 

Jessamine G. Hoagland, publicity manager, National 
City Bank, Chicago, . 

N. M. Hokanson, State Bank of Chicago, Chicago, 


Ww 


Cc 


Ill. 

Frank K. Houston, vice-president, Third National 
Bank, St. Louis, Mo. 

L. M. Howard, vice-president, Continental Bank 

& Trust Co., Shreveport, La. 

Indiana Bldg. & Loan Association, South Bend, Ind. 
Charles D. Jarvis, c/o Savings Bank of Utica, New 
York. 

w. . Jenkins, Farmers & Mechanics Trust Co., 
West Chester, Pa. 

Theodore Jessup, Woodlawn Trust & Savings Bank, 
1204 E. 63rd Street, Chicago, Ill. 

W. P. Jones, assistant cashier, First National Bank 
of Commerce, Hattiesburg, Miss. 

W. R. Kay, Jr., advertising manager, Sacramento 
Bank, Sacramento, Cal. 

Cc. B. Keller, Jr., assistant cashier, Stroudsburg 
National Bank, Stroudsburg, Pa. 

Grover Keyton, New Farley National Bank, Mont- 
gomery. Ala. 

1. R. Knauft, eashier, Merchants National Bank, 
St. Paul, Minn. 

A. T. Kahn, vice-president, Commercial National 
Bank. Shreveport, La. 

<a a Lester, National City Bank, New Rochelle, 
A. E. Lindhjem, assistant cashier, Scandinavian 
American Nat. Bank, Minneapolis. Minn. 

L. W. Lovell. assistant cashier, The Lovell State 
Bank. Monticello, Towa. 

EF. G. MeWilliam, publicity manager, Security Trust 
Savings Bank, Los Angeles, Cal. 

Ralph H. Mann, Park Trust Co., Worcester, Mass. 
Charles S. Marvel, The First-Second Savings & Trust 
Co., Akron, Ohio. 

H. B. Matthews, S. W. Straus & Co., Straus Bldg., 
Chicago, e 

J. H. McDowell. c/o American Trust & Banking Co., 
Chattanooga. Tenn. 

Frank Merrill, advertising manager. The North- 
western National Bank, Minneapolis, Minn. 
Will E. Morris, assistant cashier, Farmers & Mer- 
chants Bank, Stockton, Cal. 

E. R. Muleock, Commercial National Bank, Syra- 
cuse, N. Y. 

Northwestern Trust Co., R. P. Sherer, vice-presi- 
dent, St. Paul, Minn. 

W. W. Norton, Treas., Robbins Burrall Trust Co., 
Lakeville, Conn. 

Old State National Bank, Evansville, Ind. 

J. A. Overton, cashier. The National Bank of Smith- 
town Branch, Smithtown Branch. N. Y. 


R. B. Parrish, cashier, National Bank of Commerce 
Williamson, W. Va. 

A. E. Potter, president, Broadway National Bank, 
Nashville, Tenn. 

W. W. Potts, treasurer, The Federal Title & Trust 
Co., Beaver Falls, ‘a. 

John W. Pratt, Real Estate Officer, The Kennett 
Trust Co., Kennett Square, Pa. 

Wm. J. Ruff, cashier, Luzerne County National 
Bank, Wilkes-Barre, Pa. 

W. W. Russell, cashier, First National Bank, White 
River Junction, % 

George J. Schaller, cashier, Citizens National Bank, 
Storm Lake, Iowa. 

Almot Schlenker, assistant cashier, First National 
Bank, Brenham, Tex. 

Paul T. Schulze, assistant cashier, State Bank of 
La Crosse, La Crosse, Wis. 

E. P. Simpson, Jr., assistant cashier, First Na- 
tional Bank, Toccoa, Ga. 

Sioux City Trust & Sav. Bank, Ben W. Frieden, 
eashier, Sioux City, Iowa. 

T. K, Smith, Jr., manager, Gimbel Brothers, Bank- 
ers, New York City. 

J. G. Spangler, cashier, The Mesa City Bank, Mesa, 
Ariz. 


F. E. Stewart, secretary and treasurer, Commercial 
Savings Bank & Trust Co., Toledo, Ohio. 

T. H. Stoner, cashier, The Peoples National Bank, 
Waynesboro, Pa. 

C. E. Taylor, Jr., president, Wilmington Savings & 
Trust Co., Wilmington, N. C. 

A. C. Tonsmeire, cashier, City National Bank, 
Mobile, Ala. 

Union Trust Co. of D. C., Washington, D. C. 

F. H. Williams, assistant treasurer, Albany City 
Savings Institution, Albany, N. Y. 

John W. Wadden, Lake County Bank, Madison, S. D. 

Wessels Van Blarcom, assistant cashier, Second Na- 
tional Bank, Paterson, N. J. 

Cc. C. Willson, c/o Continental & Commercial Trust 
& Savings Bank, Chicago, Il. 

Frank A. Zimmerman, Chambersburg Trust Co., 
Chambersburg, ‘a. 

Paul E. Zimmerman, cashier, Oak Park Trust and 
Savings Bank, Oak Park, II. 


*, 


W 


Industrial Finance 
Corporation 


At a special meeting of the directors 

“of the Industrial Finance Corpora- 
tion, held at the company’s offices in 
New York on February 16, the full div- 
idend accumulated at the rate of six 
per cent. on its issue of $1,000,000 of 
preferred stock was declared. This is 
the corporation which organizes and li- 
censes local companies to operate The 
Morris Plan of industrial loans and in- 
vestments. Thirty-one of these compa- 
nies, now in operation in different 
states, have loaned over $13,000,000 to 
108,000 people—an average of about 
$125 a loan. Clark Williams is presi- 
dent of the corporation, Arthur J. Mor- 
ris, vice-president, and Charles H. Sa- 
bin, treasurer. 
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Book Reviews 





A History or BANKING AND CURRENCY 
in Outro Berore THE Civit War. By 
Charles Clifford Huntington, Ph.D., 
Professor of Economics and Sociology 
in the Ohio State University. Colum- 
bus, Ohio: The F. J. Heer Printing 
Co. (Price. $1.50.) 

T would serve a most useful purpose 

if the early banking history of each 
state could be as fully and accurately 
set forth as Professor Huntington has 
done for the state of Ohio in this work, 
for there are many lessons in these 
early experiences that have been for- 
gotten, and many errors that are being 
perpetuated in current banking thought, 
and some, it is regrettable to say, are 
still being enacted into law. We have, 
indeed, learned that banks should not be 
organized without capital—although 
even that monstrous fallacy in the early 
banking history of the country has been 
advocated as a part of the Federal Re- 
serve Bank plan—but we are still, ap- 
parently, in this system laboring under 
the delusion that banks exist for the 
purpose of borrowing rather than of 
lending, though this is given by Pro- 
fessor Huntington as one of the “caus- 
es of failure of a majority of Ohio 

banks,” (p. 119). 

The book is divided into two parts, 
the first dealing with “Banking in Ohio 
Under Special Charters,’ embracing 
the period from 1803 to 1843, and the 
second with “Banking in Ohio Under 
General Laws,” extending from 1843 to 
1863. 

Commenting on the close of the first 
period the author says: 

“On January 1, 1843, the charters of 
thirteen of the Ohio banks expired,* 
and two more expired January 1, 1844, 
leaving only eight in the state. This 
closed the period of banking in Ohio 
with note issue based on general assets, 
and consequently one period of Ohio’s 
banking history. During the period 


ending at this time the banks were or- 
ganized by special acts of the legisla- 
ture, which granted charters for speci- 
fic periods of time. The system had 
proved unsatisfactory, not, however, 
because the note-issues were based 
upon general assets, but because 
of the practical defects of a lack 
of uniformity, a lack of any adequate 
provision for redemption, and the undue 
expansion of credit upon slender re- 
sources. These were errors commonly 
found in new countries. They were in 
large part due to the frontier conditions 
then prevailing in Ohio and most of the 
rest of the country. The economic de- 
velopment of the country was in an ex- 
perimental stage, and the rules of sound 
banking had not yet been worked out 
even in the older countries of Europe, 
much less on the frontiers of the Ohio 
and the Great Lakes. A new country, 
as Ohio was at that time, poor in specie 
and in loanable capital, could scarcely 
be expected to avoid adopting monetary 
devices which under better conditions 
would not be tolerated. During most of 
the period distrust had been general, 
leading to inconvenience in business 
transactions. There being no security 
for note issue except general assets, 
when a bank failed its notes were usu- 
ally worthless. The failures, however, 
were not always due to mismanagement. 
Often borrowers could not pay, and 
many times the banks were not able to 
realize on their property. Many of the 
banks had been organized for purely 
speculative purposes, and over-issue was 


*Referring to the thirteen banks whose charters 
expired January 1, 1843, the Cincinnati Gazette 
remarked that they call up “the pleasing associa- 
tions of honesty, sound currency, and general 
popularity”; that they redeemed all their notes 
ever issued; that all but one, the Commercial 
tank of Scioto, promptly met their engagements, 
and most of them returned 100 cents on the dol- 
lar on their capital stock, and some much more. 
At least one of them, the Farmers and Mechan- 
ics Bank of Steubenville, did not suspend specie 
payment in 1838 and 1839—Bankrrs MAGAZINE, 
4:296, October, 1849. 
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frequent though by no means universal. 
The people of the state knew that some- 
thing was wrong with their banking 
system, and note issue being the most 
prominent function of banks at that 
time, they concluded that the remedy 
lay in adopting a new system wherein 
the note issue should not depend on gen- 
eral assets alone, but should be secured 
by a safety fund or a deposit of bonds.” 

From this quotation it will be seen 
that even at that early day the princi- 
ple of issuing notes on the general as- 
sets of the banks vindicated itself. Un- 
satisfactory experiences were not due to 
the employment of this principle, but 
to a lack of uniformity and to inade- 
quate banking laws and supervision. 

The second part of Professor Hunt- 
ington’s interesting historical treatise 
deals with “Banking in Ohio Under 
General Laws, 1843-1863.” In this pe- 
riod there were two kinds of notes, those 
secured by a safety fund, and those by 
a deposit of bonds or stocks. 

A most instructive description is 
given of the successful attempt made to 
establish a note-redemption agency, 
somewhat on the plan of the Suffolk 
Bank of Boston, and a valuable com- 
parison is made between the State Bank 
of Ohio and the State Bank of Indiana. 
In the Indiana bank each branch was 
liable for the debts of every other 
branch—they were independent of each 
other as to assets, but were united as to 
liabilities. In the Ohio plan, the 
branches were responsible for each other 
only as to note issue, and here they 
were protected by a safety fund. Com- 
paring the safety-fund plans of New 
York and Ohio, it is pointed out that in 
Ohio each bank made a contribution to 
the fund in proportion to circulation, 
while in New York the contribution was 
in proportion to capital, besides under 
the New York plan the safety fund was 
a guaranty fund for both notes and de- 
posits, while in Ohio it was for the pro- 
tection of the notes only. As the notes 
were virtually a lien on the assets of all 
the branches, and were receivable at 
par at all other branches—even the 
notes of a failed branch being thus pro- 


tected—there was no depreciation of the 
notes. ‘It was through the operation of 
these two influences that the principle 
of immediate availability, as distin- 
guished from that of ultimate security, 
was attained, whereby this system was 
distinguished from all others. 

“In this respect the State Bank of 
Ohio was superior to the stock banks of 
the state, the latter depending upon the 
principle of ultimate security. 

“The State Bank of Ohio gave the 
very highest satisfaction, and as a sys- 
tem adapted to the needs of the people 
at the time, was probably one of the 
best in the country.” 

This important historical testimony 
to the efficacy of a system of bank-note 
issues based on general assets, operat- 
ing side by side with another system 
where the notes were specially secured 
by a bond deposit, and of the power of 
current redemption to sustain the value 
of the notes of a bank even after it had 
failed, should not. be lost on those who 
are attentively studying American bank- 
ing. They should compare the exceed- 
ingly elaborate provisions of the Fed- 
eral Reserve Act designed to secure note 
issues with the exceedingly simple pro- 
visions to effect the same end found 
necessary in the case of the State Bank 
of Ohio. 

Professor Huntington has presented 
much valuable information about early 
banking in Ohio, and the lessons of this 
experience are both interesting and of 
practical usefulness in determining our 
future banking legislation. Time does 
not change fundamental principles, 
though the means of applying them may 
differ with changing conditions. 


Nationa Issues or 1916. By Charles 
N. Fowler. (Price, $1.50.) 


HILE this volume deals largely 
with political matters, it will 
prove of great and vital interest to 
bankers because of a comprehensive 
chapter treating of “An American 
Banking System.” 
Mr. Fowler was for sixteen years 4 
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member of Congress from New Jersey 
and was for eight years chairman of the 
Banking and Currency Committee of the 
House. He has given long, painstaking 
and statesmanlike consideration to bank- 
ing and currency problems and _ the 
fruits of his laborious devotion to these 
vitally important subjects are found in 
the chapter referred to above. In fact, 
not since the days of Alexander Ham- 
ilton and Albert Gallatin has there been 
anything presented in the banking and 
financial literature of America so sound, 
so comprehensive and so absolutely and 
overwhelmingly convincing as _ the 
truths which Mr. Fowler clearly and 
logically sets forth in “An American 
Banking System.” He deals with prin- 
ciples that have been tested and vindi- 
cated in the banking systems of the 
world, and in many states of the Amer- 
ican Union, and of whose fundamental 
character there can now be no more 
question than of the immutable forces 
of nature themselves. 

Of these principles we need name but 
three: 


(1) That gold, and gold alone, is the 
only proper—indeed the only possible 
—form of money to be used as bank 
reserves if inflation is to be guarded 
against and Gresham’s law not set in 
operation with all’ the ruinous conse- 
quences. 


(2) That bank-note credits and bank- 
book credits are in character substan- 
tially identical; that they should be in- 
terconvertible ; that both should be sup- 
ported by an adequate reserve of gold, 
and both subject to the test of prompt 
redemption in that metal. 


(3) That any banking system devised 
to meet the needs of American com- 
merce and industry should be based 
upon American experience and should 
follow the lines of evolution as marked 
out by the development of our clearing- 
house system, 

He finds that the Federal Reserve 
Act violates each of these fundamental 
principles: 


(1) It provides a form of Govern- 
ment currency that will be available as 


reserves by state banks, thus violating 


principle No. 1. 


(2) It does not provide for the auto- 
matic interconvertibility of book credits 
and note credits solely at the option of 
the man who wishes to use the credit, 
and who is the best judge of the kind of 
credit most convenient and serviceable 
to him, but sets up between the bank 
and its customer the intervention of a 
politically constituted board at Wash- 
ington whose members, however wise 
and however well intentioned, can not 
possibly know the individual needs of 
the millions of people who daily deal 
with the banks, and that the Federal 
Reserve notes, being a form of Gov- 
ernment currency, are not subject to 
daily redemption in gold through the 
clearings as bank deposit credits are 
and as bank notes should be; and there- 
fore that these notes are in violation 
of principle No. 2. 


(3) That the Federal Reserve Sys- 
tem, instead of following the line of 
experience as expressed through our 
clearing-house developments, imposed 
upon the United States an alien and for- 
eign system, disregarding to a large ex- 
tent the natural lines of commercial 
and banking cleavage and setting up ar- 
tificial lines, to the injury of many of 
the natural and legitimate financial and 
commercial centers of the country, thus 
violating principle No. 3. 

Mr. Fowler does not stop with criti- 
cism of the Federal Reserve System, 
however. He proposes a comprehensive 
measure, the direct antithesis of it—one 
that would rest absolutely upon the 
three fundamental principles above 
stated, and which would unquestionably 
give us (what the Federal Reserve Sys- 
tem never can give us because it is fun- 
damentally wrong in principle and 
structurally foreign to our experience) 
a banking system that is in principle as 
solid as Gibraltar and in construction 
as suited to American needs as are the 
Constitution and the Declaration of In- 
dependence. 

The man who has the genius, the 
courage, the honesty and the statesman- 
like qualities to devise and present to 
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his countrymen a measure of this kind 
would be but fittingly honored by elec- 
tion to the Presidency of the United 
States, for he has performed a service 
of inestimable value to every man, wom- 
an and child in the country. There is 
nothing in our economic life whose right 
solution would more powerfully con- 
tribute to a widespread and permanent 
prosperity than a sound and efficient 
“American Banking System,” and Mr. 
Fowler has shown exactly how it may 
be had whenever we want it. 
TaBpLes ror CatcuLatinc Dottars 
Into Srertinc. London: Effing- 
ham Wilson. (Price, 2s Net.) 


HESE tables provide for calculat- 
ing dollars into sterling at from 
$4.60 to $4.79 15/16 to the pound 
sterling in rates varying by 1/16, with a 
table showing decimals of £1 sterling. 
Owing to the fall in the value of the 
British sovereign in the United States 
there has arisen a demand for some ta- 
bles dealing with the prevailing rates 
of exchange. These tables enable cal- 
culations to be easily worked out by 
moving the decimal point the requisite 
number of places to the right. 


Heatron’s AnNvuaL. The Commercial 
Handbook of Canada and Boards of 
Trade Register. Toronto: Heaton’s 
Agency. Price, $1.25. 


HE twelfth edition of Heaton’s Ag- 
nual has just appeared. There 
has this year been developed a section 
entitled “Where to Find It.” This is 
practically an index to the more im- 
portant contents of the Dominion and 
Provincial Government reports and 
standard publications relating to Can- 
ada. 

As in previous years the Annual con- 
tains official, bank, insurance, and legal 
directories, postal information, cable 
rates, the complete customs tariff re- 
vised to date; a shipper’s guide (cover- 
ing every commercial town in Canada 
and giving the population, railways and 


banks), list of registery offices for 
deeds, chattel mortgages, etc., up-to- 
date descriptions of every town in Can- 
ada, exchange and miscellaneous tables, 
and a mass of valuable general informa- 
tion, from which cross references are 
given to the section “Where to Find It” 
for the benefit of those who want fur- 
ther information. 


nai 
Pi 


Tue War or Steet AND Gop: A Study 
of the Armed Peace. By Henry 
Noel Brailsford. New York: The 
Maemillan Co. (Price, 80 Cents.) 


PON finance the author places a 

large share of the responsibility 
for war. He says: “More and more 
finance is becoming the arbiter of war 
and peace; the master of despotisms, 
the unseen agent which might, by a 
bloodless intervention, check the ambi- 
tions of the world’s rulers and relieve 
the sufferings of oppressed races.” For 
a better maintenance of Europe’s fu- 
ture peace, a continental European 
league is proposed. 


ay 


President of New Philippine 
Bank 


HE Philippine Commission has 

named H. P. Willis as president 
of the New Insular Bank, the founding 
of which, with a capital of $10,000,000, 
was authorized by the last Philippine 
Legislature. The salary fixed for the 
position is $12,000. Samuel Ferguson, 
formerly secretary to Governor-General 
Harrison, has been named vice-presi- 
dent and executive secretary of the 
bank, with a salary of $6,000. It is 
expected that the bank will open on 
July 1. 

H. Parker Willis, named by the Phil- 
ippine Commission as president of the 
recently authorized Insular Bank, at 
present is secretary of the Federal Re- 
serve Board. It is understood he will 
obtain leave of absence to go to the 
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Philippines and organize the new bank. 

Mr. Willis, who is forty-one years old 
and a native of Weymouth, Mass., has 
made a study of the Philippines, and is 
an economist of reputation. During the 
framing of the Underwood tariff bill he 
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was consulted as an expert by the 
House Ways and Means Committtee, 
and later served in a similar capacity 
with the House Banking and Currency 
Committee, while the new banking law 
was being framed. 


Death of a Distinguished Mexican 
Statesman and Banker 





HERE died in New York on Feb- 

ruary 25 Sefior Joaquin D. Casa- 
sus, former Ambassador from Mexico to 
the United States, a distinguished 
scholar and statesman and long and 
prominently identified with banking and 
public affairs in Mexico. He was for 
some years president of the Banco 
Central Mexicano, of Mexico City, and 
had written much on banking and mon- 
etary subjects. In the year 1909 he 
contributed a series of papers to THE 
PankeErS MaGazineE treating in a com- 
prchensive and able manner of “Mex- 
ico’s Credit Institutions.” 

Seiior Casasus was born in the State 
of Tabasco, Mexico, and received his 
education in the Universities of Yuca- 
tan and Mexico. He became a 
lawyer early in life and soon was 
prominent in Mexico, being appoint- 
ed by the late President Diaz a 
delegate to the Military Congress at 
The Hague when twenty-eight years 
old. The prominent part he played in 
the legal and political life of Mexico 
led to his appointment as Ambassador 
to this country in 1905. After serving 
one term, Sefior Casasus returned to 
Mexico City, but was again appointed, 
and remained here until the expiration 
of his term. 

In 1911 President Diaz sent him to 
Washington as his special envoy and 
Ambassador extraordinary, and he suc- 
ceeded in making financial arrange- 
ments of advantage to his country. 
When Sefior Casasus returned to Mex- 


6 


ico he found conditions there much dis- 
turbed and for a time lived in Europe, 
later coming to New York, where with 
his son he engaged in the practice of 





D. Casasus 


SeXor Joaquin 


FORMER AMBASSADOR FROM MEXICO TO THE 
UNITED STATES 


law. He was the author of six widely 
known books on money and exchange, 
and in addition had translated seven 
volumes of English classics into Span- 
ish. 











Foreign Banking and Finance 





European 


LONDON NOT TO LOSE FINAN- 
CIAL PRESTIGE 


IR EDWARD HOLDEN, chair- 
man of the London City and Mid- 
land Bank, stated in a recent ad- 

dress: 

“T venture to say that, in my opinion, 
we shall not only not lose our financial 
position, but we shall greatly improve it, 
and our banking institutions will stand 
much higher in the estimation of the 
world than ever before. 

“London has been and is at the pres- 
ent time the financial center of the 
whole world. Everyone wishing to un- 
derstand the financial relationship of 
this country to the whole world must 
comprehend this statement. 

“It has two meanings—one very sim- 
ple and the other very complex. 

“All countries in the past which have 
wanted to borrow money have generally 
found what they wanted in London, and 
whatever has been lent has been granted 
freely and with little restraint. Hence 
London has always been regarded as the 
center to which all requiring financial 
aid could come, and, as the whole world 
has come at one time or another, and 
London has held herself readv to lend 
to all comers on proper conditions, she 
has been designated by common accord 
the world’s financial center. This is the 
one meaning of the statement which is 
simple. Thus she has in the following 
vears lent to British possessions and 
foreign countries the respective sums of 
about 


1910 ....£189,000,000 1913 ....£197,000,000 
191L .... 164,000,000 1914 159,000,000 
1912 .... 160,000,000 1915 .... 75,000,000 


amounting to £944,000,000 _ sterling 
from 1910 to 1915, and we must not for- 
get the large sums lent by the British 
Government to our allies. 
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“In consequence of the war, London’s 
position is somewhat changed, and New 
York has come to the front as a great 
lender. 

“England went into this war unpre- 
pared, except as regards her navy, while 
Germany had been preparing and per- 
fecting her army for the last twenty to 
forty years, and during the last fifteen 
vears had been creating a powerful 
navy, and had carefully provided every- 
thing necessary for carrying on the war. 

“As to whether this country is to 
blame for not paying attention to the 
warnings received for years before the 
war is outside the scope of our consid- 
eration to-day, but if we compare the 
position of affairs now with the position 
of affairs twelve months ago, we cannot 
but be struck by the enormous amount 
of work which has been done not only 
by ourselves but by our allies. 

“Russia, France, Italy, Canada, Eng- 
land and others have improved and ex- 
tended old factories and built new ones 
for the manufacture of munitions of all 
kinds, and these munitions are being 
produced at the present time by the em- 
ployment of every available hand who 
can be spared from other businesses. I 
would like at this point, however, to ex- 
press my conviction that it is absolutely 
essential for us to retain such an amount 
of labor as is necessary to maintain our 
exports, otherwise the exchanges will 
fall and our gold will go. To start 
these factories, equip them with the ac- 
cessories necessary for the manufacture 
of munitions, and to provide food and 
means of transport for the armies, enor- 
mous sums have been spent by ourselves 
and our allies. 

“Of the allies, the credit of Great 
Britain stood the highest, and has been 
used to assist the credit of the other al- 
lied countries. 

“The basis of our credit is the pound 
sterling, and wherever we purchase we 
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use the pound sterling. For example, 
all our Government contracts with 
America have been paid for by sterling. 
If we agreed to pay for purchases in 
dollars, then we have had to exchange 
sterling for dollars, or, in other words, 

have had to buy dollars with the 
pound sterling. 

“If the settlement of transactions 
took place in London, an order for pay- 
ment would be given on the Paymaster 
General at the Bank of England. The 
firm receiving it would immediately get 
quotations from the foreign market here 
or in America for a cable transfer on 
New York for the equivalent amount 
of dollars to be paid in New York the 
same or the next day. 

“Tf the settlement took place in New 
York, then the Government would have 
to obtain dollars either by selling ster- 
ling on London or by some other means. 

“The £ sterling is a wonderful in- 
strument. It is really the English sov- 
ereign, and the English sovereign has 
a minimum weight of 122.50 grains and 
a maximum of 123.274 grains. The for- 
eign representatives of the sovereign 
are foreign bills of exchange, cable 
transfers and sight drafts, and the Eng- 
lish representatives are checks, bills of 
exchange and bank notes. The foreign 
bills of exchange, cable transfers and 
sight drafts have hitherto financed im- 
ports and exports to and from this coun- 
try, and very extensively the imports 
and exports of other countries. The 
English bill has been held in the portfo- 
lios of banks abroad as gold, because in 
non-war times, when the reserves of 
gold held by foreign state banks were 
allowed to flow without restrictions at 
the call of the foreign exchanges, and 
when gold freely flowed to and from 
london the sterling bill was (and is 
now) paid in gold in London if de- 
manded. 

“Now things are modified for a time. 
The imports and exports of all coun- 
tries are deranged, and consequently 
gold is only flowing to London from our 
own possessions, which yield about sixty 
per cent. of the entire world’s produc- 
tion, the output during 1915 from the 


Transvaal mines alone being about 39 
millions sterling. 

“Yet, notwithstanding the derange- 
ment of the whole of the exchanges be- 
tween different countries, including 
those between this country and other 
countries, and also of the imports and 
exports of all countries, the English 
bank-note, unlike that of Germany, is 
payable in gold and therefore prices, 
although high here, are much lower than 
in Germany. 

“Whenever the pound sterling falls 
below its gold value in any country the 
importer of goods into Great Britain has 
to give more for the goods imported 
from that country, consequently prices 
rise; on the contrary, the British ex- 
porter gets an advantage because if he 
ships goods, say, America, he will 
receive payment in dollars, and in bring- 
ing his money home he gets more ster- 
ling for the dollars. Thus imports 
should diminish in consequence of in- 
crease of prices, and exports should in- 
crease, because the exporter not only 
gets his ordinary profit, but also a profit 
from the exchange. This should happen 
in ordinary times, but when a world- 
wide war is raging restrictions and im- 
pediments of all kinds prevent the free 
working of economic laws. 

“What causes the gold value of the 
pound sterling to fall? When in any 
market the sellers of the pound sterling 
as represented by the foreign bill, cable 
transfer or the foreign check on Lon- 
don, are more numerous than the buyers, 
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then the sterling exchange falls. When 
exports are shipped from any country to 
the United Kingdom, the exporters are 
the sellers of exchange on London, and 
when exports are shipped from the Uni- 
ted Kingdom to any other country, then 
the importers of that country are the 
buyers of exchange on London. But the 
importers of any country from the Uni- 
ted Kingdom are not the only buyers. 
Anyone who has to send money to this 
country will be a buyer of exchange. 
Fluctuations in the volume of the im- 
ports and exports to and from this coun- 
try are the main cause of the fluctua- 
tions in the exchanges. The imports 
in such times as these may largely in- 
crease while the exports may fall or 
remain stationary. 

“The pound sterling has never had to 
carry such a load as at present. The 
imports into this country and into the 
countries of the allies, on account of 
their respective purchases of war ma- 
terials, are enormous, and are all addi- 
tional to the ordinary commercial trans- 
actions carried on by traders. 

“In addition to paying for our own 
imports, we have assisted to finance the 
imports of our allies; consequently 
much larger amounts of the pound ster- 
ling have been offered for sale by our 
Government and private traders than 
were offered in pre-war times, and in 
accordance with the law of supply and 
demand the pound sterling has for the 
present gone down in value. The pound 


ERMA A AR RS A 


Liberty Trust Company 


A 





8, Place Edouard VII. 


a 


Total Resources Over 


$10,000,000 


PARIS - FRANCE 


ea Aa! ti 


sterling is worth in gold 4.8665 dollars, 
but at the present time the exchange- 
able value in New York is about 4.77 
dollars, a depreciation of 1.9 per cent; 
in Holland, it is worth in gold 12.107 
florins, but the exchangeable value is 
about 10.86, a depreciation of 10.3 per 
cent.; in Spain it is worth 25.225 pe- 
setas in gold, but the exchangeable value 
is about 25.07, a depreciation of about 
.6 per cent.; in Scandinavia it is worth 
18.159 kronor in gold, but the exchange- 
able value is about 17.45, a depreciation 
of 3.9 per cent. Notwithstanding these 
temporary depreciations in the value of 
the pound sterling there are apprecia- 
tions elsewhere. The pound sterling in 
Paris is worth 25.225 frances in gold, but 
at present the exchangeable value is 
about 27.97 frances, an appreciation of 
10.8 per cent.; in Italy the gold value 
is 25.2214 lire, but the exchangeable 
value is 31.65, an appreciation of 25.4 
per cent., and in Petrograd, £10 is worth 
94.57 roubles in gold, but the present 
exchangeable value is about 160.50 rou- 
bles, an appreciation of 69.7 per cent.” 


& 


LONDON BANKS SHOW LARGER 
DEPOSITS AND INVESTMENTS 


HE position of eleven London clear- 

ing banks in aggregate deposits, ac- 
ceptances, cash, money on call and Short 
money, investments, and discounts and 
advances as shown at the end of 1915 
and compared with the situation at the 
close of 1914 was as follows: 


1915. 1914. 

Deposits .........£752,344,000 £686,322,000 
Acceptances 41,341,000 33,677,000 
Cash 143,830,000 144,674,000 
Call and _ short 

money 45,882,000 59,842,000 
Investments ...... 241,735,000 108,780,000 
Discounts and ad- 

re 360,777,000 411,999,000 


The increased deposits represent in- 
dustrial activity. The increase in in- 
vestments represents war loans pur- 
chased. One bank was not included in 
the statement because its year ends with 
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June. Its deposits are about £50,000,- Barclay & Co., Limited, which provided 
000 ($250,000,000). for a distribution at the rate of 11s. 2d. 
per share (less income tax) for the 
Fe) year. These payments will absorb 
£144,069 19s. 7d. and leave a balance 
LONDON JOINT STOCK BANK, of £122,357 16s. 9d., out of which the 
LIMITED directors have placed £2,500 to officers’ 
superannuation fund and paid the staff 
T the annual meeting of the share- a bonus amounting to £10,186 19s., 
holders of the London Joint Stock leaving a balance of £109,670 17s. 9d., 
Bank, Limited, held in London on Jan-_ which is carried forward to next year’s 
uary 27, 1916, the directors reported a profit and loss account. 
net profit for the year ending December “In order to make provision for de- 
31, 1915, of £632,276 1s. 9d. Of this preciation of the bank’s investments, a 
£265,000 was appropriated to deprecia- sum of £165,000 has been transferred 
tion in investments; £148,500 in pay- from the reserve fund.” 
ment of the interim dividend in July, 
1915, at the rate of ten per cent. per Fo] 
annum (less tax); £148,500 in pay- 
ment of a final dividend of 15s. per BARCLAY & CO.. LIMITED 
share (less income tax), being at the 
rate of ten per cent. for the full year. T the annual meeting of the share- 
£70,276 1s. 9d. was carried forward to holders of Barclay & Co., Limited, 
profit and loss new account. held at London January 27, 1916, the 
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TAT TN) 7c 7 
UNITED COUNTIES BANK, Established 


LIMITED Banco de July 15, 1895 


T the annual general meeting of the G a , 
United Counties Bank, Limited, | CA. ‘ Guatemala 


held at Birmingham on January 25, aes 
016 » we we " 3 rectors 
1916, the directors submitted the fol ADOLFO STAHL D. B. HODGSDON 


lowing report to the shareholders: J. R. CAMACHO 
C. GALLUSSER, Manager 


[he directors have to report that | 4 snorted Capitall $10,000,000.00 


after deducting current expenses, re- Capital subscribed and paid up 2.500, 900.00 
bate on bills not due, paying income con ty a Oo0'oe0.00 


tax, and making provision for bad and Foreign Correspondents 


doubtful debts, the net profit for the New York: Messrs. G. Amsinck & Co.,; 
Messrs. J. W. Seligman & Co.; The Na- 
past year amounts to £194,604 12s. 4d., tional City Bank of New, York. San Fran- 
. ¢ i Cal. e Anglo vondon aris N. 
to which must be added £71,823 4s., Saonan” Bank of San Francisco. New Orleans: 
’ q w pntra a a an - 
the balance of last year’s profit and loss Food oon Nacional ci’ Mexico a Paris: 
are alt Sod Mesars. de Neuflize ie. ndon: Deutsche 
account, making a total of £266,427 16s. Bank (Berlin), London Agency; London County 
7 i j j & Westminster Ban te amburg: Deutsche 
td. = distribution. f d Bank — gg it ey 7 © 
“| i ri ivide 5s. 3d. pe Sag en, 8c er, Gebruder 0.; 
n interim dividend o 5s. 3d. per a se gh 
share (less income tax) was paid In Au- } A, Calamarte & =, _ Barectonas Messrs. 
‘ " Garcia-Calamarte & ; ._ Banco Hispano 
gust last, and the directors now recom- Americano. Milano: Credito Italiano. 


mend that a dividend of 5s. 11d. per Agencies in Guatemala 


share »sc inc > tax > pai ‘eb- Antigua Puerto Barrios Escuintla 
ire (less income tax) be paid on Fe b puton | ran enn lll 
ruary 1 next, which, including the divi- Pochnta Coban COs 

: at : Coatepeqne Retalhuleu Tumbador 
dend paid in August last, is at the rate Livingston Salama 


of £13 19s 2d per cent. per annum (less General Banking Business, Special At- 
income tax) in accordance with the tention Paid to Collections from Abroad 


terms of the working agreement with and Letters of Greate, 
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following report was submitted by the 
directors: 

“The directors have to report that in 
accordance with the intention expressed 
at the extraordinary general meeting of 
the company held on November 5, 1915, 
they have decided to make a change in 
the financial year of the company so 
that it will terminate on December 31 of 
each year, instead of on June 30, as 
hitherto. 

“In these circumstances the report 
now presented to the shareholders gives 
an account of the company’s operations 
for a period of six months only. 

“After payment of all charges, full 
provision having been made for bad and 
doubtful debts, the net profits for the 
six months ending December 31, 1915, 
amounted to the sum of £484,268 9s., 
to which has to be added the sum of 
£70,623 9s. 5d. brought forward from 
June 30, 1915, making a total sum of 
£554,891 18s. 5d., which has been ap- 
propriated as follows: 

To reduction of premises and pay- 
ment for buildings, £25.000; to invest- 
ment reserve account, £250,000; to divi- 
dend of 4s. per share on 450,000 “A” 
shares, and 7s. per share on 450,000 
“B” shares, being at the rate of ten per 
cent. per annum on the “A” shares and 
1714, per cent. per annum on the “B” 
shares (less income tax) in each case, 
payable on the Ist proximo, £207,281. 


& 


DUTCH GOLD FUND IN NEW 
YORK 


ig is reported that the Bank of the 

Netherlands has come to an agree- 
ment with the National Bank of Com- 
merce of New York to establish a gold 
fund in New York to stabilize Dutch 
exchange. 

The gold will probably be maintained 
in New York for the period of the war 
and it will be counted as a part of the 
Bank of Netherlands reserve. Bankers 
assert that this is the first time in its 
history that the Central Bank of Hol- 





land has kept any part of its reserve be- 
yond the bounds of its own country. The 
amount of the fund to be established by 
the Bank of the Netherlands is not 
stated, but it is believed it will reach 
large proportions. The agreement en- 
tered into between the National Bank 
of Commerce and the Bank of the Neth- 
erlands is the outcome of the prevailing 
heavy trend of funds toward Holland 
and the difficulty of settling this inter- 
national balance, resulting in a premium 
in exchange which severely penalizes 
Dutch coupon holders of United States 
securities and other creditors as well. 

It is explained that the plan which 
the National Bank of Commerce is now 
bringing about makes it possible for 
holders of American coupons in Holland 
to avoid the exchange market altogether 
by depositing their coupons with their 
own bank, which will, in turn, take the 
coupons to the Bank of the Nether- 
lands. The latter institution will then 
cash them, paying the face value on the 
par of exchange, less a nominal charge. 
The Netherlands Bank can treat the 
coupons as so much gold and issue its 
notes against them. The coupons will 
then be remitted to New York, where 
they will be collected and the proceeds 
passed into the gold fund. 


& 


AMERICAN PAPER MONEY PRE- 
FERRED TO GOLD IN ITALY 







MERICAN paper money in ex- 
change for Italian paper lire in 
Italy brings about eight per cent. more 
than American gold. Americans com- 
ing to Italy will, therefore, find it to 
their advantage to bring paper money in 
preference to gold coin, and in addition 
will be able to take such money out of 
Italy, which can not be done with gold 
coin on account of the law forbidding 
the exportation or carrying of gold out 
of the country, which is rigorously en- 
forced. Bank drafts enjoy a still high- 
er rate than American paper money. A 
sight draft on a New York bank in dol- 
lars sells at the highest rate. 
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Australasian 


CONDITION OF AUSTRALIAN 
BANKS 


‘THE quarterly average returns to 

September 30 of the banks doing 
business in Australia and New Zealand 
show, as compared with the previous 
quarter, show an increase of £275,818 in 
deposits and an increase of £1,943,548 
in advances. The increase in deposits is 
unusual at this period of the year, but 
appears to be due largely to movements 
in Government deposits, especially in 
New South Wales, where the Govern- 
ment account since the war began has 
been a widely fluctuating one. The fol- 
lowing is a comparison of the principal 
totals with those for the corresponding 
quarter of 1914: 


—_—_——September——— 
Quarter, Quarter, 
1914. 1915, 


Movement 





£ - 
Deposits ..180,406,720 193,135,919 + 12,729,199 
Advances, 
ete. .....149,226,635 
Coin and. 
bullion 
Australian 


notes 


Total 


cash 


147,645,767 — 1,580,868 


. 40,821,770 38,016,515 — 2,805,255 


5,737,652 24,612,776 + 18,875,124 





- 46,559,422 62,629,291 


co 
Asiatic 
HALF-YEAR’S BANKING 
NESS IN JAPAN 


HE banking business in Japan dur- 
ing the latter half of 1915 was 
far from prosperous, states the Japan 


+ 16,069,869 


BUSI- 
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‘Advertiser,’ of Tokyo. “The first- 
class banks,” says the paper, “have re- 
serves, or accounts carried over from 
previous years, or dividend equalization 
funds, and they are expected to main- 
tain the same rate of dividends for the 
term, though under difficulty. As to the 
second or third-class banks, they are ex- 
pected to make both ends meet by over- 
estimating the value of their securities.” 


& 
THE BANK OF CHOSEN 


N commemoration of the fifth anni- 

versary of the Japanese administra- 
tion in Chosen, the Bank of Chosen has 
issued a booklet showing the progress 
which the country has made during the 
past five years in agriculture, mining, 
manufacture, trade, traffic, banking, etc. 

The Bank of Chosen, formerly called 
the Bank of Korea, was established in 
October, 1909, as the central bank of 
Chosen. The oe year the coun- 
try was annexed by Japan, and, in con- 
consequence, the bank was_ reor- 
ganized and renamed the Bank of 
Chosen. The capital is yen 10,000,- 
000, of which 3,000,000 is subscribed by 
the Government. The bank does all 
kinds of banking business, including 
that of an ordinary commercial bank as 
well as that of a central bank, such as: 
handling of Treasury money, issuing 
bank notes, loans, discounting, deposits, 
exchange, purchasing of gold, etc. It 
has twelve branches in Chosen, two in 








Capital paid up, $2,000,000 


Metals National Bank: LO 





Comptoir National d' Escomte; 
Commerz und Disconto Bank: 
Castilla; HABANA, 


ARTURO MANRIQUE, Accountant 





MONTEREY, N. L., 


ESTABLISHED OCT. 


Reserves, $919,682.79 
GENERAL BANKING BUSINESS TRANSACTED 


Principal oP ententes ark YORK, National Park Bank, Mechanics & 
DON, Dresdner Bank, Credit Lyonnais: 
Deutse he Rank, Direetion os Disconto Gesellschaft; 
HAMBURG, 
MADRID, 

National City Bank, N. Gelats & Co. 
RODOLFO M. GARZA, Manager 


Banco de Nuevo Leon 


MEXICO 
1, 1892 
Deposits, $3,308,318.68 


BERLIN, 
PARIS, Credit Lyonnais; 
Deutsche Bank Filiale Hamburg, 
Banco Hispano Americano, Banco de 


AMADOR PAZ, Cashier 
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BANK OF CHOSEN, SEOUL, CHOSEN 


Japan, and four branches and two sub- 
branches in Manchuria. Under its char- 
ter the bank was to receive, if necessary, 
a subsidy from the Government for five 
years dating from its establishment, but 


the progress of its business was such 
that only two years after its establish- 
ment it became independent of such aid. 
The annual growth of the bank is shown 
in the accompanying table: 


INTERIOR VIEW OF THE BANK OF CHOSEN, SEOUL, CHOSEN 
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LIABILITIES 


( os og 
paid up & 
Reserve 
fund 


Notes 
Issued 


Yen 
20,163,900 
25,006,540 
25,550,400 
25,693,260 
21,850,370 


Yen 
2,502,650 
5,016,150 
7,557,350 
7,634,000 

10,240,000 


31, 1910.. 
ei 1911.. 
7 1912.. 

1913. . 
1914.. 


Deposits 


Yen 
5,960,650 
6,978,281 

14,169,877 
20,801,924 
17,598,503 


Due to 
other 
Banks, ete. 


Loans & 
Bills 
payable 


Govern. 
ment 
Account 


Total 


Yen 
36,184,030 
41,417,293 
52,605,383 
59,655,040 
57,799,693 


Yen 
690,577 
631,397 
754,160 

1,289,626 
1,921,440 


Yen 
646,253 
2,574,925 
3,373,596 
3,036,230 
1,989,380 


Yen 
6,220,000 
1,210,000 
1,200,000 
1,200,000 
1,200,000 


ASSETS 


Money at 
Call, Bul- 
lion, ete. 


Cash in 
Hand 


Yen 
$50,254 
3,127,657 
3,375,721 
2,637,451 
2,218,979 


Yen 
7,985,028 
8,026,052 
8,239,358 
8,743,155 
7,689,875 


31, 1910.. 
1911.. 
1912.. 
1913.. 
1914.. 


Latin America 


INCREASE IN SOUTH AMERICAN 
TRADE 


RADE of the United States with 

South America in the year just 
ended will far exceed that of any ear- 
lier year. A compilation by the foreign 
trade department of the National City 
Bank of New York of the trade, coun- 
try by country and month by month, for 
the year makes it apparent that the to- 
tal value of the trade with South Amer- 
ica will exceed 450 million dollars and 
will be fully 75 millions in excess of any 
earlier year. Imports from that grand 
division will considerably exceed 300 


Bills Dis 
counted 
and 
Advances 
Yen 
22,038,288 
21,897,610 
32,506,390 
37,532,656 
37,076,012 


Due from Bank 
other Premises 
Banks etc. 


Invest- 
ments 


Total 
Yen 
36,184,030 
41,417,293 
52,605,383 
59,655,040 
57,799,693 


Yen 
2,125,066 
2,394,077 
2,745,736 
3,071,735 
2,952,214 


Yen 
1,720,149 
422,580 
395,946 
520,814 
479,232 


Yen 
1,865,245 
5,549,317 
5,342,232 
7,149,229 
7,383,381 


million dollars, while the highest record 
in any earlier year was 233 millions in 
the calendar year 1912. 

Exports to South America for 1915 
aggregated approximately 145 million 
dollars and were greatly in excess of 
1914, and larger than any preceding 
year, except possibly 1913, when the 
total was 146 millions. The imports 
from South America are approximately 
forty per cent. more than last year, and 
the exports to South America approxi- 
mately sixty per cent. more than last 
vear. 

The growth in exports to South 
America occurs in a very large number 
of articles. In agricultural implements, 
for example—in which the trade to 
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GENERAL BANKING TRANSACTED 
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South America showed a heavy decline 
in 1914—the total for 1915 will be ap- 
proximately three million dollars, 
against about two millions in 1914. 
Automobiles exported to South America 
in 1915 will show a total practically 
double that of 1914; coal three times 
as much in value in 1915 as in 1914; 
cotton cloths an increase of about fifty 
per cent.; binder twine four times as 
much as in 1914, while machinery man- 
ufactured of iron and steel, and leather 
all show large increases when compared 
with 1914, and in many cases higher 
values than in any preceding year. 
The accompanying table shows the 
total value of trade between the United 
States and South America in each year 
from 1905 to 1915, as compiled by the 
foreign trade department of the Na- 
tional City Bank: 
Exports to 


South 

America. 
$66,405,368 
78,822,379 
85,612,408 
76,597,335 
83,509,838 
100,303,616 
121,736,304 
138,944,930 
146,514,635 
91,013,339 
145,000,000 


Imports from 
Calendar South 
fear. America. 
1905 
1906 
1907 
1908 
1909 
1910 
1911 
1912 
1913 
S914 
1915* 


Total. 
$211,395,467 
226,764,160 
233,293,351 
209,028,769 
276,711,969 
289,769,864 
309,192,408 
372,676,865 
344,773,640 
320,533,714 
465,000,000 


...-$144,990,099 
-++ 147,941,781 
. 147,680,943 
132,431,434 
193,202,131 

. 189,466,248 

oe 187,456,104 
secs Seeeauaes 
-- 198,259,005 
ese 229,920,375 
..» 320,000,000 


*Estimate based on eleven months’ figures for 
the entire country and December figures for the 
port of New York. 


& 


DOLLAR EXCHANGE UNITED 
STATES AND CHILE 


HE practical use of dollar exchange 
in handling financial transactions 


between Chile and the United States 
has been brought about largely through 
the efforts of Leopold Frederick, di- 
rector of the American Smelting and 
Refining Company and treasurer of the 
Braden Copper Company and Chile 
Copper Company. Mr. Frederick was 
able to secure the co-operation of the 
Chilean Government and official quota- 
tions for dollar drafts in Valparaiso 
have been established which later led to 
the inauguration of a regular trade in 
dollar exchange at Valparaiso and An- 
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tofagasta. This development in the use 
of dollar exchange in financial transac- 
tions with Chile is a hopeful augury of a 
more general use of dollar exchange in 
the handling of American business in 
all parts of the world. 


& 


MERCANTILE BANK 
THE AMERICAS 


PLANS OF 
OF 


HE Mercantile Bank of the Amer- 

icas is not establishing its own 
branches in Central and South America, 
but is making connections with existing 
concerns in those countries. Officials of 
the bank state that the field for the ex- 
tension of its services lies in Central 
America and the northern Republics of 
South America. The Mercantile Bank 
of the Americas has made connections 
with banking institutions or bankers in 
Nicaragua, Venezuela, Costa Rica, and 
Honduras. 


& 
NATIONAL BANK OF URUGUAY 


HE national bank of Uruguay 
(Banco Hipotecario) is authorized 
by a law of October 6, 1915, to issue 
bonds to the value of 5,000,000 pesos 
($5,170,000). These bonds, to be 
known as series Q, are to bear six per 
cent. annual interest, payable quarterly, 
with the usual amortization service. 
Both interest and sinking fund are fully 
guaranteed by the Government. 


o 


PROPOSED COINAGE OF SILVER 
IN URUGUAY 


HE President of Uruguay has rec- 

ommended to Congress the passage 
of a bill providing for the coinage of 
5,000,000 pesos ($5,170,000) in silver 
pieces of one peso ($1.034) and one- 
half peso ($0.517). Old coins of these 
denominations are to be retired and re- 
coined. This amount is equivalent to 
3.80 pesos ($3.929) per inhabitant, and 
it is estimated that it will be sufficient 
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for a number of years. The profits 
realized from the coinage—should the 
bill pass—are to be used for the im- 
provement of roads and construction of 
public buildings. 


& 


BANKING CAPITAL IN 
COLOMBIA 


HE Bogota Chamber of Commerce, 

in its study of the necessity of or- 

ganizing or establishing new banks in 

Colombia with foreign capital, reports 

the following banks in the Republic 
with their paid-up capital: 


Bogota: 
Banco de Colombia $600,000 
Banco de Bogota 500,000 
Banco Central 2,300,000 
Banco Hipotecario 600,000 


Medellin: 


Banco de Sucre 
Banco Aleman Antoqueiio 
Banco Republicano 


. 1,000,000 
800,000 
200,000 


Manizales: 
140,000 
200,000 


Banco de Manizales 

Banco de Caldas 
Tunja: 

Banco de Boyaca 40,000 
Cartagena: 

Banco de Bolivar 500,000 
Barranquilla: 

Banco Comercial 
Cali: 

Banco Comercial 
Pasto: 


Banco del Sur 


Popayan: 


250,000 


160,000 


500,000 


20.000 
20,000 


Banco de Popayan 
Banco del Estado 


This list shows a capitalization of 
$7,830,000, which the chamber consid- 
ers inadequate for the proper banking 
business of the country. This does not 
include, however, many strong banks 
and private banking concerns, such as 
the Credito Mercantil and V. Dugand & 
Son, in Barranquilla, and El] Banco 
Union, of Cartagena. It is probable, 
however, that the entire actual banking 
capital of Colombia (outside of commis- 
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sion houses doing a banking or exchange 
business in connection with their com- 
mission business) will not exceed $10,- 
000,000 or $11,000,000, or about $2 per 
capita of the population. 


co 


AMERICAN BANK TAKES’ UP 
URUGUAYAN LOAN 


T has been reported that the Na- 

tional City Bank of New York, 
through its Montevideo branch, has ad- 
vanced to the Uruguayan Government 
the sum of 625,000 pesos ($646,375 U. 
S. gold), at six per cent. interest, hav- 
ing discounted six-months’ 


Treasury 
bills to this amount. 


This transaction 


was effected in pursuance of authority 
granted by the Uruguayan budget law, 
which empowers the Executive to nego- 
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tiate loans up to the sum of 1,000,000 
pesos. 

& 


BANK COLLECTIONS IN PERU 


HE Banco del Peru y Londres, the 

principal banking institution of 
Peru, has sent to its American clients 
the following memorandum, setting 
forth its reasons for not remitting 
promptly to the United States the pro- 
ceeds of drafts which have been sent to 
the bank for collections, viz: 


Ge 
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The difficulty in obtaining drafts on Eu- 
rope and the United States at the moment 
of effecting a collection for account of some 
client abroad obliges us to credit the col- 
lection in a “provisional account” until such 
time as we may be able to obtain the nec- 
essary drafts with which to make remittance. 

The demand for paper continues very 
much in excess of supply, owing, principally, 
to the general closure of credits and to the 
placing of money in the United States. 

Our production is in considerable excess 
of our consumption, but unfortunately the 
crisis and consequent distrust withdraw from 
the market a large amount of drafts. 

These difficulties are especially severe for 
this establishment, which has to effect col- 
lections for a very elevated amount. 


What War Costs 


ITH the stupendous British bud- 
get figures before all of us, says 
the New York “Sun,” how many are 
there who remember the stupidity of 
world-wide assent to the argument that 
no general war in Europe was possible, 
because its devastating expense would 
restrain the nations from economic 
chaos? The facts as to the past, pres- 
ent and rising cost of the war sufficient- 
ly refute the folly of the argument. 
Figures of expenditure are almost in- 
comprehensible. The British people 
have been told by the Chancellor of 
the Exchequer that the national debt 
amounts to $11,000,000,000, or more 
than three times the debt before 
the war began. Apparently the to- 
tal indebtedness of the principal con- 
testants will have been raised from 
less than $25,000,000,000 to probably 
much more than $50,000,000,000. The 
daily cost of the war for Great Britain 
alone is approaching $25,000,000 and 
will go higher. | Recent calculations 
favor estimates of a total daily war cost 
for the principal belligerents approxi- 
mating $70,000,000, or about $25,000,- 
000,000 annually. 
What this means to the people of the 


belligerent States is suggested by the 
British budget projects to expand reve- 
nues. Income taxes are to be increased 
forty per cent., taking toll as high as 
one-third of the largest incomes and 
reaching down to the lowest. Increases 
ranging from thirty-three to 100 per 
cent. are to be levied in customs and in- 
ternal revenue duties. According to the 
reckonings of the Exchequer the Gov- 
ernment’s revenue for the year will be 
about $2,000,000,000 as the result of 
the heavier imposts, or double last 
year’s receipts, which were vastly more 
then normal. 

How long will the warring countries 
be able to stand this strain? The his- 
tory of the ante-bellum argument as to 
the financial preventives of war shows 
the unwisdom of assuming that the cost 
of the war will conduce to peace except 
as one side may break under the strain 
before the other. At the same time the 
futility of the financial argument 
against war has its encouraging aspect. 
The prophets who put their faith in it 
may be no worse confounded than the 
forecasters of a debacle of repudiation 
and age long economic catastrophe after 
the war. 
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PRACTICAL INVESTING 


A Practical Handbook for the Investor 
By Franklin Escher 


“A number of books on investment have been written, but none in 
which subjects as ‘How to Judge the Value of a Bond’ and ‘How to Judge 
the Value of a Stock’ are treated in quite the same way. ‘While neces- 
sarily including a certain amount of discussion of abstract investment 
principles, says the author in his preface, ‘the book is in the main a prac- 
tical discussion of stocks and bonds as they are—as the man who goes into 
the market to invest money will find them.’ 

‘Practical Investing’ is divided into three parts. The first describes 
the different types of stocks and bonds, The second is made up of such 
chapters as ‘The Ideal in Investment’ and ‘How to Divide Up an Invest- 
ment” The third describes the various influences which cause stock and 
bond prices to rise and fall. The subject of ‘Business Barometers’—bank 
clearings, railroad earnings, etc.—is also taken up. 

‘Practical Investing’ is a book intended primarily for the man who 
wants to find out how to invest money to the best possible advantage. The 
treatment of the subject is direct and simple, the language used being such 
that it can be understood by anybody.” 


THE INFORMATION CONTAINED IN THIS BOOK IS WORTH, TO YOU, 
MANY TIMES ITS PRICE. ORDER IT NOW. 


Price, Postpaid $1.60 
THE BANKERS PUBLISHING COMPANY 
258 Broadway - - : - New York City 


























OF CLEVELAND 


In order to provide for the needs of 
aconstantly growing number of depos- 
itors and to enable us to dispatch the 
business with the utmost celerity, we are 
erecting at 308 Euclid Avenue a modern 
office building in which the Union 
National Bank will be adequately 
housed, with every modern facility for 
the prompt handling of our customers’ 
banking business. 


WARREN 8. HAYDEN, Chairman of the Board 


GEORGE A. COULTON, President 
WILLIAM E. WARD, Vice-President FRED. W. COOK, Aast. Cashier 
ELMER E. CRESWELL, Vice-President ARCHER E. CHRISTIAN, Asst. Cashier 
WALTER C. SAUNDERS, Cashier CARL F. MEAD, Asst. Cashier 


The National City Bank 
of New York 


WEST INDIAN BRANCH 


Nos. 72-74 Cuba Street 
HAVANA CUBA 
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Banking and Financial Notes 





EASTERN STATES 
New York City 


—Representatives of the National 
City Bank and Guaranty Trust Co., to- 
gether with representatives of other 
large American financial institutions 
and industrial enterprises, are among 
the incorporators of the American-Rus- 
sian Chamber of Commerce in the City 
of New York, papers for which have 
been filed in Albany with the Secretary 
of State. 

The purposes of the organization are 
to encourage and promote the economic, 
commercial and industrial relations be- 
tween the United States and Russia, 
and to acomplish these objects the 
chamber intends to co-operate with the 
Russian-American Chamber of Com- 
merce of Moscow for the purposes of 
an interchange of such information as 
may be useful in the establishment of 
mutually beneficial and friendly rela- 
tions between the two countries. 

Charles H. Boynton, of the New 
York Stock Exchange firm of C. H. 
Boynton & Co., is president. The office 
of vice-president is not filled, but it is 
the intention of the directors to select. 
for this office a well-known industrial 
executive. Thomas B. Adams was 
chosen treasurer. The directors are: 
Samuel McRoberts, first vice-president 
of the National City Bank; Darwin P. 
Kingsley, president of the New York 
Life Insurance Co.; Charles H. Sabin, 
president of the Guaranty Trust Co.; 
A. Barton Hepburn, chairman of the 
board of the Chase National Bank; 
Frederick W. Allen, of Lee, Higginson 
& Co.; George McFadden, of Philadel- 
phia; William J. Chalmers, of Chicago; 
Charles Sargeant, Jr., of Kidder, Pea- 
hody & Co.; Daniel G. Wing, president 
of the First National Bank of Boston; 
Hayden B. Harris, of Harris, Forbes 


& Co.; Charles Hayden, of Hayden, 
Stone & Co., and Charles H. Boynton. 


Senator Gilchrist has introduced 
in the New York State Legislature two 
bills designed to amend the banking 
law. The first of these measures (No. 
181) provides for the reduction of re- 
serve requirements of banks located in 
boroughs having a population of one 
million or over and less than two mil- 
lion. This applies particularly to 
Brooklyn banks. The other bill (No. 
180) calls for the elimination of the 
restriction against loans being made to 
bank officers in cases where the bank 
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is located in the city of the first class. 

Officials of the large state banks in 
Manhattan borough and in Brooklyn 
are said to be opposed to the reduction 
in the reserve requirement, although 
some of them are of the opinion that 
it might be well to change the law in 
respect to the requirements imposed re- 
garding part of the legal reserves held 
on deposit with depositaries. 

Many of the state bankers were in- 
terviewed regarding the proposal relat- 
ing to restrictions of loans and ex- 
pressed the opinion that bank officers 
should not borrow money from their 
own banks. They said that any banker 
with the proper collateral can obtain a 
loan from an outside bank. 


—At the Hotel Chelsea, New York 
City, on the evening of February 18, a 
complimentary dinner was tendered to 
the officers, directors and employees of 
the First National Bank of Jamaica by 
W. H. Kniffin, Jr., vice-president of 
the bank. It was a “get-together” 
meeting, designed to talk over in an 
informal way the work of the institu- 
tion, and to cultivate the spirit of co- 
between officers and = em- 
ployees. Brief addresses were made by 
the editor of THe Bankers MaGazine, 
by Harold D. Greeley, Victor A. Lers- 
ner, Milton W. Harrison, F. B. Mullin 
and Mr. Kniffin. 
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Herman D. Kountze, recently 
elected president of the Atlantic Na- 
tional Bank, succeeds Phineas C. 
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Lounsbury, who has been made chair- 
man of the board of directors. Mr. 
Kountze is widely known in banking 
circles both here and in the West, where 
he began his banking career with the 
First National Bank of Omaha, Neb. 


Herman D. Kountzt 
RECENTLY ELECTED PRESIDENT ATLANTIC 
NATIONAL BANK OF NEW YORK 


Subsequently he came to New York as 
a member of the well-known banking 
house of Kountze Brothers. A little 
over a year ago the latter firm acquired 
an important interest in the Merchants 
Exchange National Bank, the title of 
which was recently changed to the At- 
lantic National Bank. At the time of 
the reorganization Mr. Kountze was 
made an active vice-president and mem- 
ber of the executive committee. 

The Atlantic National Bank in its 
statement of January 11, 1916, showed 
total resources of $15,953,165.92 and 
deposits of $13,712,816.65. This bank 
has a capital stock of $1,000,000 and a 
surplus of $600,000. 
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—Rollin P. Grant, president of the 
Irving National Bank, has made the 
following announcement: 

“Owing to the rapid growth of the 
bank’s business, deposits having in- 
creased in the last three years from 
$43,000,000 to $82,000,000, and undi- 
vided profits, after the payment of divi- 
dends, from $231,000 to $843,000; and 
contemplating further expansion, our 
directors have induced Lewis E. Pier- 
son, chairman of the board, from Feb- 
ruary 1 to devote all, instead of a por- 
tion, of his time to the affairs of the 
bank.” 


—A. Mitchell Hall, second vice-presi- 
dent of the Liberty National Bank, has 
been elected to the directorate of Lord 
& Taylor. ; 


—Louis S. Tiemann, late of the firm 
of Carleton & Moffat, importers and 
exporters, has retired from that firm to 
associate himself with the American 
Exchange National Bank in the devel- 
opment of the foreign field. 


At the recent annual meeting of 
the Trust Companies Association of the 
State of New York the following offi- 
cers were elected for the ensuing year: 
President, A. W. Loasby, president 
Trust and Deposit Co. of Onondaga, 
Syracuse; vice-presidents, E. P. May- 
nard, president Brooklyn Trust Co., 
Brooklyn; T. I. Van Antwerp, presi- 
dent Union Trust Co., Albany; Wil- 
lard V. King, president Columbia Trust 
Co., New York; treasurer, M. N. Buck- 
ner, president New York Trust Co., 
New York; secretary, Frank E. Norton, 
president Security Trust Co., Troy. 

For members of the executive com- 
mittee to take the place of those whose 
terms expire: Seward Prosser, presi- 
dent Bankers’ Trust Co., New York; 
Ray Tompkins, president Chemung 
Canal Trust Co., Elmira; E. C. Me- 
Dougal, president Commonwealth Trust 
Co., Buffalo; J. M. Wile, vice-presi- 
dent Security Trust Co., Rochester; J. 
H. Case, vice-president Farmers Loan 
and Trust Co., New York. 
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—The quarters of the New York 
Trust Company are to be enlarged and 
remodelled throughout. Contract for 
the work has been placed with Hoggson 
Brothers, designers and builders. 

The remodelling contemplates no 
change in the exterior design of the 
building, but the Trust Company has 
leased additional space on another floor 
of the same building for the accommo- 
dation of departments which will be re- 
moved in order to obtain the room need- 
ed in the main banking quarters. 

The main banking floor is to be re- 
decorated, rearranged, refurnished and 
equipped throughout. Every depart- 
ment and the public lobby will be ap- 
preciably enlarged. 

The New York Trust Company was 
organized in 1889, and today has a 
capital stock of three million dollars. 
The present officers are Otto T. Ban- 
nard, chairman of the board; Mortimer 
N. Buckner, president; Frederick J. 











Horn and James Dodd, vice-presi- 
dents; Charles E. Haydock, treasurer; 
H. W. Morse, secretary; H. Walter 
Shaw, Arthur S. Gibbs, Montrose 
Stuart, Jos. A. Flynn, assistant secre- 
taries; Harry Forsyth, assistant treas- 
urer. 


—At a meeting of the board of di- 
rectors of the United States Mortgage 
and Trust Company, New York. held 
February 25, 1916, Joseph Adams, 
treasurer of the company, was elected 
vice-president, to succeed Carl G. Ras- 
mus, resigned. Mr. Adams started with 
the company in 1902, serving in vari- 
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VICE-PRESIDENT UNITED STATES 
MORTGAGE AND TRUST COMPANY 
NEW YORK 


ous capacities in the accounting and 
loan departments until his election as 
assistant treasurer in 1907. He was 
elected treasurer in 1909. Mr. Adams 
is also secretary of the United States 
Safe Deposit Company. 

Chauncey H. Murphey, who was elect- 
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ed treasurer, has been with the com- 
pany since 1902, and served as branch 
manager previous to his election as an 
assistant treasurer in 1912. Mr. Mur- 
phey is also secretary of several reor- 
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TREASURER UNITED STATES 
MORTGAGE AND TRUST COMPANY 
NEW YORK 


Murpuey 


ganization committees. He was grad- 
uated from Princeton in 1900. 

Henry H. Thomas, manager of the 
125th 


ompany’s Street Branch, was 
lected an assistant treasurer. 
Morton Waddell, former assistant 


inanager at the company’s 73rd Street 
ranch, was appointed trust officer. 


Carlisle & Co., 74 Broadway, New 
York, have prepared for free distribu- 


‘ 


tion a booklet entitled “Tungsten, Its 
Properties and Uses.” It is very com- 
plete and contains extracts from the 
U. S. Geological Survey. In view of 
the present activity in the Tungsten 
market, it should prove most interesting 
reading. 


—Before the Manufacturers and 
Business Men’s Association on the eve- 
ning of February 15, Frederick W. 
Gehle, of the Mechanics and Metals 
National Bank, made an address on 
“The Economic Aspects of the War, as 
Applied to the United States.” He 
stated that the possible effects of the 
war were regarded from contradictory 
standpoints. One was that the Euro- 
pean nations would be under the vital 
necessity of regaining lost commerce, 
which would lead them to undersell 
American manufacturers, not only 
throughout the world, but here at home. 
Another view was that with so many 
men dead and disabled Europe would 
not be able to command cheap labor, 
but will be compelled to pay high 
wages, thus cutting off the advantage 
which was in other vears a determining 
factor in establishing Europe in the 
world’s export market. Referring to 
these contradictory features, Mr. Gehle 
said: 

“One prospect that you consider ap- 
pears to contradict another. I know 
that some of the things I have indicated 
as possibilities contradict some other 
things I have indicated as possibilities. 
That simply shows the complexity of 
the subject under consideration. Yet 
it would appear that the place we are 
fixing for ourselves in the world will 
be maintained. Immediately upon the 
conclusion of peace, when war orders 
disappear and the cessation of the work 
of fabricating munitions of war throws 
thousands of men out of employment, 
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there will be in all likelihood a sudden 
and sharp dislocation of the industry 
of the United States. After that I an- 
ticipate a period of feverish activity, as 
the demand appears for material to 
build again the ruined cities, factories, 
railroads and bridges. Prosperous we 
shall be, but our prosperity may be ir- 
regular and spell hardship for some 
classes while bringing plenty to others.” 


—Fred W. Ellsworth, publicity man- 
ager of the Guaranty Trust Co. of New 
York, at Toledo, O., on Wednesday eve- 
ning, February 2, addressed the mem- 
bers of Toledo Chapter of the American 
Institute of Banking on the subject of 
“Building the Business of a Bank.” 

In the course of his address he point- 
ed out that in developing the growth 
of a banking institution there should 
be active and continuous co-operation 
on the part of the stockholders, who 
own the bank and are therefore keenly 
interested in its success; the directors, 
who supervise its operations; the offi- 
cers, who are in direct touch with its 
daily routine; and the employees, who 
perform the actual physical work of 
the institution. 

He emphasized the importance of in- 
telligent, persistent, diplomatic personal 
work, which he stated is the prime fac- 
tor in securing new business. As a sub- 
stitute for, and a valuable complement 
te personal work, Mr. Ellsworth re- 
ferred at length to the value of sys- 
tematic newspaper publicity, and cited 
interesting specific instances of valu- 
able concrete results obtained from this 
form of new business solicitation. 
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INTEREST ALLOWED ON DEPOSITS. 


In conclusion Mr. Ellsworth said: 
“The banker should have no more diffi- 
culty in talking to the people of his 
town through the columns of the news- 
paper than he has when he talks with 
them orally face to face. And if he 
does this and continues it week after 
week and year in and year out, expe- 
rience has proved time and again that 
his bank will grow and continue to 
grow.” 


—At a recent meeting of the board 
of directors of the Seaboard National 
Bank, Charles C. Fisher, formerly re- 
ceiving teller, was appointed an assist- 
ant cashier. 


-A. S. Frissell, for many years 
president of the Fifth Avenue Bank of 
New York, and recently made chairman 
of its board, has received from the 
cierks of the bank a gold watch and an 
engrossed memorial as a token of the 
good feeling existing between Mr. Fris- 
sell and the clerks. The presentation 
came as a surprise to Mr. Frissell, who 
without warning was called to the as- 
sembly room of the bank, where he 
found the entire staff gathered. Arthur 
Taylor, who has been in the employ of 
the bank since it started, in making the 
presentation said: 

“Forty years ago a new bank was 
started in the residence district of New 
York. You were its first cashier. Be- 
gun as an experiment, it has grown and 
prospered amazingly. In the making 
of its notable history you have had an 
important part and have shared the high 
rewards. Now a new office has been 











created, higher in rank than the presi- 
dency you have held so long, and we, 
your humbler associates in the work of 
the bank, find it a fitting occasion to 
express our regard for you and to ten- 
der to you a slight token of our es- 
teem. 

“We rejoice that in arriving at this 
new distinction no pride or elevation of 
spirit will mark your demeanor. Mod- 
est and unassuming always, you are one 
of those rare men whom success does 
not spoil. 

“It is fitting that younger hands 
should now be called to help you and to 
learn the duties which some. day you 
must lay aside, but we are glad indeed 
that you have decided to remain active 
among us, and we trust that many a 
long year may pass before we are called 
upon to say bood-bye to our friend, A. 
S. Frissell.” 

Mr. Frissell in expressing his thanks, 
said he appreciated the co-operation of 
the clerks, but more than all was glad 
to have worked with them, not only for 
the bank, but for the higher aim—their 
own cultivation and the elevation of 
their ideals. 

Mr. Frissell represents the best type 
of American banker. He began his 
banking experience in Poughkeepsie in 
1862. Later he entered the employ of 
the Importers and Traders National 
Bank of this city, and when the Fifth 
Avenue Bank was started, in 1875, he 
became its cashier. In 1885 he was 
elected president of the bank, which 
position he held until January of this 
vear, when he was made chairman of 
the board. In 1907 he was chosen by 
Governor Hughes as a member of the 
commission to revise the banking laws 
of the state. He is a public-spirited 
citizen, taking an active interest in all 
matters relating to the public welfare, 
being especially interested in social 
service and education. He was for many 
years connected with the Civil Service 
Reform Association and became a mem- 
ber of the Board of Education under 
Mayor Low. 

Mr. Frissell says he has no intention 
f retiring from active business, but in- 
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tends to devote all of his time to the banking history is thus tersely summa- 
affairs of the Fifth Avenue Bank. rized in one of the city papers: 

At a meeting of the board of di- “Philadelphia _ occupies the most 
sectors of the Guaranty Trust Co.. held "2ique position financially of any city 
on February 2, Albert. H. Harris, vice- in the United States. One cannot dis- 
president of the New York Central associate the history of this country 
from that of Philadelphia. The first 
bank chartered by Continental Con- 

—Albert H. Wiggin, president of the — gress, in 1781, was the Bank of North 
Chase National Bank; Seward Prosser, America, located in Philadelphia. The 
president of the Bankers’ Trust Co.; first institution to transact a general 
Gates W. McGarrah, president of the — trust business was the Pensylvania Co. 
Mechanics and Metals National Bank, for Insurance on Lives and Granting 
and William H. Porter, of J. P. Morgan Annuities, chartered in 1812 and lo- 
& Co., with their families, left New cated in Philadelphia. The oldest sav- 
York last month for an extended va- ings bank in the United States, the 
cation on the Pacific coast and Honolu- Philadelphia Savings Fund Society, will 
lu. The entire party went to the coast celebrate its 100th anniversary this 
and Mr. Wiggin and Mr. Prosser will year. It has 286.000 depositors, with 
continue to Honolulu where the latter’s an aggregate of $125,000,000 deposits. 
brother resides. The first bank in the United States to 

co; receive a charter under the national 
- . bank act was the First National Bank 
Philadelphia of Philadelphia. When the first United 

The important part this city has States Bank was organized, in 1791, and 

played in the country’s financial and — the second United States Bank, in 1816, 


Railroad, was elected a director. 
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Philadelphia was selected as the logical 
city in which to locate them. The 
American Bankers Association was or- 
ganized in Philadelphia in 1876, and 
the Pennsylvania bankers were largely 
responsible for its early success. The 
first building and loan association, the 
first United States postoftice, the first 
United States mint and the first stock 
exchange were all located in Philadel- 
phia. 

“Philadelphia was one of the twelve 
cities in the United States where a Fed- 
eral Reserve Bank was located under 
the Recent Federal Reserve Act. Dur- 
ing the country’s direst needs in several 
wars it was Philadelphians who came 
forward and financed the Government. 
It was Robert Morris who gave $1,500,- 
000 to clothe Washington’s half-naked 
and half-starved troops; it was Stephen 
Girard who financed the war of 1812; 
it was E. W. Clark who financed the 
war with Mexico, and Jay Cooke, the 
Civil War. 

“During the last year there were 138 
national banks chartered in the United 
States; eighty-four were conversions 
from state banks and trust companies, 
and fifty-four were newly organized. 

“There were sixty-five appointments 
of Philadelphia banks to be reserve 
agents for other national banks. These 
sixty-five appointments were divided 
among eleven banks.” 


—Plans for a twelve-story building, 
to be erected at the northeast corner of 
Thirteenth and Markets streets, are un- 
der consideration by the Colonial Trust 
Company, which owns and occupies the 
present structure at that site. 


—The Franklin Trust Company, at 
the southwest corner of Fifteenth and 
Market streets, will erect a new build- 
ing upon the site it owns at 20 and 22 
South Fifteenth street. 


Charles P. Blinn, Jr., vice-presi- 
dent of the National Union Bank, Bos- 
ton, has been elected vice-president of 
the Philadelphia National Bank. George 
’. Gentes, secretary of the Broadway 
rust Company, New York, has been 
cleeted an assistant cashier. 


Pittsburgh 


Pittsburgh bank clearings last 
month approximated $265,000,000, says 
the February letter of the People’s Na- 
tional Bank, the largest January total 
ever reported and an 
$60,000,000 over the 
last year. Bank deposits continued to 
increase, the January statements of the 
state institutions of the city showing an 
increase of $38,000,000 over the near- 
vear 


increase of 


same month 


est corresponding date a 
and the largest total by the reporting 


ago, 
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Mr. Blinn was born February 5, 
his banking career with the Third National Bank 
of Boston im 1898. In 1899 he went to the Eliot 
National Bank of Boston in a clerical position and 
in 1902 became paying teller of the City Trust 
Company of Boston at the time of its organization. 
In 1905 he became assistant treasurer of this bank 
and in 1908 became vice-president of the National 
Union Bank of Boston, which position he has just 
resigned to become vice-president of the Philade! 
phia National Bank. In 1912 Mr. Blinn was elected 
secretary of the Boston Clearing-House and _ still 
1olds that position. In 1915-1914 he was president 
of the Massachusetts Bankers Association, having 
weviously served as a vice-president and a member 
if its legislative committee for three years. 


1879, and started 
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banks and trust companies. Despite the 
increased banking requirements, money 
remained easy. The abstract of the 
Comptroller of the Currency, showed 
that the national banks of the city of 
Pittsburgh at the beginning of the year 
held 24.97 per cent. of reserve against 
net deposits, as compared with fifteen 
per cent. required under the Reserve 
Act. Mercantile trade continued un- 
usually active for the season, and in the 
aggregate is above the previous max- 


. & 
NEW ENGLAND 


Boston 


—Boston savings banks, said Henry 
Parkman, treasurer of the Provident 
Institution for Savings, in a recent ad- 
dress, are transacting to-day a world- 
Thousands of depositors 
Massachusetts, some of 


wide business. 
live outside 
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them even in Japan. One reason for 
this is that these banks have been in 
business so long that many depositors 
have gone away, leaving their money 
here; but many persons in other states 
have heard favorably of Boston banks 
and opened accounts. Of his own insti- 
tution he said that, next to New York 
city, Los Angeles has the largest num- 
ber of non-resident depositors with 
funds here. 


—Alfred L. Aiken, governor of the 
Federal Reserve Bank of Boston, de- 
clared in a recent address before the 
Boston Life Underwriters’ Association 
that “New England country bankers 


are the best bankers in the United 


States.” 


—Work has just been started on a 
modern bank building for the Eliot Five 
Cents Savings Bank, at Harrison ave- 
nue and Dudley street, Boston, to cost 
about $100,000. The architect is 
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Thomas M. 
street, Boston. 


James, 185 Devonshire 


—In taking over the Paul Revere 
Trust Company, the State Street Trust 
Company, Boston, gains two more 
branches, making four offices in all. 
President Allan Forbes has announced 
that Charles F. Allen, formerly secre- 
tary, has been elected a vice-president; 
James Jackson, formerly of the Paul 
Revere Trust Company, becomes secre- 
tary and head of the Copley Square 
branch, and Wallace H. Pratt and J. 
H. Turnbull of the Paul Revere have 
been made assistant secretaries of the 
State Street Trust Company. The fol- 
lowing directors have been added to the 
latter: Edmund Billings, Robert H. 
Gardiner, Jr., James Jackson, John F. 
Moors, Samuel H. Wolcott, Barrett 
Wendell, Jr., J. W. Farley, John L. 
Hall, William Minot, William M. Prest, 
B. Nason Hamlin. 

The deposits of the State Street 
Trust Company are now about $25,000,- 
000, having steadily increased to that 
figure from $7,854,739 in 1907. 


—The National Shawmut Bank has 
issued a pamphlet on the Boston and 
Maine Railroad situation which is a 
careful study of the problems and con- 
ditions now facing this road. ‘With 
comparatively limited resources,” says 
the pamphlet, “it has built up a rail- 
road system which has been of enor- 
mous benefit to the industry of New 
England. The system cannot be re- 
solved into its component parts without 
disaster to the whole northeast section 
of the United States. The community 
has more at stake in keeping the sys- 
tem together than have the security 
holders themselves. And yet how can 
the Boston and Maine be kept a unit un- 
less it is allowed to earn enough to at- 
tract capital to the enterprise in a con- 
stant stream to meet the constantly 
growing demands ?” 


—The second anniversary of the 
merger of the Lincoln Trust Company 
with the International Trust Company, 
Boston, was celebrated by a dinner at 
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or display; just the necessary 
working force to produce re- 
sults. 


A postal will bring complete 
information about our work. 


BANKERS ENGINEERING 
ComPANY 


NO. 106 EAST 19TH STREET 
NEW YORK 











METROPOLITAN TRUST CO. 


40 STATE STREET, BOSTON, MASS. 


MAVERICK SQUARE, 


EAST BOSTON, MASS. 


Assets, $4,535,000 


OFFICERS 


CHANDLER M. WOOD, President 


WALTER S. CRANE, Vice-President 


WILLIAM H. STICKNEY, Vice-Pres. & Treas. FRANK F. COOK, Sec. & Asst. Treas. 
HERBERT T. GREENWOOD, Asst. Sec. 


Solicits the Business of Individuals, Firms, Corporations and Trustees 
Correspondence relative to Boston and New England Business invited 


the Algonquin Club in Boston, February 
14, which was attended by the officers 
and staff and many of the directors of 
the company. President Charles G. 
Bancroft presided. At the dinner 
President Bancroft was presented with 
a handsome desk set by the staff as a 
token of the cordial relations which 
have existed between them during the 
past two years. And indeed the growth 
of the company is largely attributable 
to the pleasant relations which have 
been established between the staff and 
the officers and the public. During the 
two years in which the company has 
been under the direction of Mr. Ban- 
croft, its deposits have grown from $7,- 
186,554.74 to $15.770.714.24. The 
savings department, which was opened 
in December, 1914, now holds deposits 
of more than #1,180,000. 


The National Union Bank has 
elected William S. B. Stevens, formerly 
cashier, vice-president, to succeed 
Chas. P. Blinn, Jr., who has recently 
become vice-president of the Philadel- 
phia National Bank. Arthur E. Fitch, 
formerly assistant cashier, has been 
made cashier and John W. Marno as- 
sistant cashier. 


The Massachusetts Legislative 
Committee on Banks and Banking has 
considered two bills relative to the time 
when savings deposits shall go on inter- 
est. One provides that deposits shall go 
on interest on the first of the month fol- 
lowing the date of deposit, and the other 


it 


that trust companies shall not pay inter- 
est on deposits of less than three 
months’ standing. 


—At the annual meeting of the Met- 
ropolitan Trust Company, the retiring 
directors were re-elected. Courtenay 
Crocker, Frank P. Huckins, Edgar F. 
Powers and Walter P. Wright were 
added to the board. 


& 


—F. F. Partridge, formerly cashier 
of the Home National Bank of Hol- 
voke, Mass., having been elected presi- 
dent of that institution, Louis Harvey 
has been made cashier and has taken up 
the duties of that office. Mr. Harvey 
was formerly cashier of the Eliot Na- 
tional Bank, Boston. 


Charles W. Bosworth having re- 
signed as president of the Union Trust 
Company, Springfield, Mass., William 
E. Gilbert, formerly vice-president and 
treasurer, has succeeded him in that of- 
fice. Joseph C. Allen becomes vice- 
president, William H. Haskins, treas- 
urrer, and Frank S. Burt, assistant 
treasurer. 


—The Middletown National Bank, 
Middletown, Conn., which took over the 
Middlesex County National February 5. 
is now temporarily occupying the quar- 
ters of the latter institution pending 
the erection of a new building. The 


























ADVERTISING IS THE WIRELESS OF BUSINESS, WITH 
EVERY INTELLIGENT MIND A RECEIVING STATION. 


—-From ‘‘Where Investment Succeeds and Speculation Fails.”’ 


Publicity 


—makes the investor three thousand miles 
away as near as the one in the next street. 


The most valuable publicity for you is in dis- 
play advertising for which you pay cost, that which 
will carry your particular message to the particu- 
lar people to whom you want to sell securities. 


THE LITERARY DIGEST gives you that kind 
of publicity. 


The nature of its editorial content attracts 
to it the most intelligent, the most progressive, 
the most prosperous people—the greatest in- 
vesting public in America. 


THE DIGEST has 450,000 of these people, 
everyone of whom pays the regular subscrip- 
tion price of $3 a year. 


A Quality circulation, a circulation without waste. 


If you want to sell securities to the investing 
public of America, to establish a_ profitable, 
permanent relationship with this public, THE 
DIGEST can best serve you. 


Immediate National Publicity 


Theliterary Digest 


Maybe it isn’t the most important of booklets, but ‘‘ WHERE 
INVESTMENT SUCCEEDS AND SPECULATION FAILS ?’’ 


is interesting. Shall we send it to you? 
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ADRIAN H. MULLER & SON 


55 WILLIAM STREET, Corner of Pine Street, NEW YORK 


AUCTIONEERS 


The Business of Banks, Bankers, Investors and Dealers in Securities 
generally, receives prompt and careful attention. 


STOCKS AND BONDS AT AUCTION 


REGULAR AUCTION SALES OF ALL CLASSES OF STOCKS AND 
BONDS EVERY WEDNESDAY 


Real Estate at Public and Private Sale 


Prompt Returns on all business entrusted to us 








old building formerly occupied by the 
Middletown National is to be torn down 
and a handsome new banking house 


erected on the site, to be ready as soon 
The 


as_ possible. architect is W. P. 




















Berkeley, California 


OUR BERKELEY 
business is invited on 
the basis of prompt and 

efficient service. This bank 
| is the oldest in the city and 
offers advantages worth the 
consideration of other bank- 





ers having business in this 

locality. 

A. W. NAYLOR.......... President 

F. L. NAYLOR Vice-President 

W. E. WOOLSEY... Vice-President 
| F.C. MORTIMER ...Cashier 

W. F. MORRISIL.... Asst. Cashier 


Ga. 2B 
i. L. PAPE 


FIRST NATIONAL 
BANK of BERKELEY 


Asst. Cashier 
.Asst. Cashier 


DOUGLAS 








—S 
~~ 


<< 
a 


























450 


Crabtree, New Britain, Conn. The de- 
posits of the Middletown National Bank 
are now $1,500,000. 


—On account of the retirement of 
Joseph Shattuck, as president of the 
Third National Bank of Springfield, 
Mass., Frederick Harris, formerly pres- 
ident, resumes the presidency, and 
Frederic M. Jones, cashier, becomes 
first vice-president and O. E. Doty sec- 
ond vice-president; George C. Stebbins 
is advanced to the position of cashier 
and H. S. Kaplinger becomes assistant 
cashier. The bank expects to occupy its 
fine new bank building about June |. 


—The Bridgeport (Conn.) Trust 
Company is now located in its new 
building on State street. The interior 
of the new bank building is most at- 
tractive. Tavernelle marble, Caenstone, 
bronze, glass and mahogany all com- 
bine in an artistic and harmonious en- 
semble. The floor is of Georgia marble, 
laid in square panels bordered by Fer- 
mosa marble. Grecian benches of mar- 
ble are placed along the center of the 
lobby. 

The burglar-proof vault is in clear 
view of the door, it being directly back 
of the center, and has an interior of 
ten by 30 feet. There is a club room 
provided for the male clerks and a rest 
room for the women clerks, which is 
equipped with electrical cooking appa- 
ratus. 
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Capital, $1,000,000 


Located at the “‘Gateway of the South’’ 


Having been established as The State Bank of Virginia 46 years ago, 
we have served continuously financial institutions in all parts of the 
South. This long period of successful service has resulted in a bank- 
ing equipment that is unexcelled at 


Richmond, Virginia 


Another result of handling the accounts of Southern Bankers for 
these many years is that we know accurately the needs of financial in- 
stitutions located in Southern States. Your Southern business solicited. 
Direct routing of items our specialty. Correspondence cordially invited 
















WM. M. HILL, Vice-Presidont 


National State and Gity Bank 


WM. H. PALMER, President 


JULIEN H. HILL, Cashier 





J. W. SINTON. Vice-President 













SOUTHERN STATES 
Richmond 


[Special Correspondence} 


—Member banks in the Fifth Reserve 
District, responding to the offer of the 
Federal Reserve Bank of Richmond to 
buy in $2,000,000 of United States two 
per cent. bonds at par, plus interest, 
have forwarded to Governor Seay $1,- 
346,000 in these bonds, which have been 
held by them as security for circulation. 
The transaction is of great benefit to the 
member banks, as they are allowed par 
value for these bonds, which could not 
be realized if they were placed on the 
open market. 

While the Reserve Banks are not re- 
quired by the Reserve Act to purchase 
these bonds before March 31, the Fed- 
eral Reserve Bank of Richmond, in or- 
der to give the member .banks of the 
lifth District an opportunity to real- 
ize on these bonds at once, agreed to 


take $2,000,000 of the bonds as soon 
as sent in. As yet the member banks of 
the Fifth District have not availed 
themselves of the entire amount offered. 


—J.M. Miller, III, paying teller of 
the First National Bank and a son of 
John M. Miller, Jr., vice-president of 
the bank, has accepted the position of 
cashier of the Pamlico Insurance and 
Banking Company of Tarboro, N. C. 
Mr. Miller will leave shortly to assume 
the duties of his position in the North 
Carolina city. 


—P. L. Moore, exchange teller of the 
First National Bank, has accepted the 
position of manager and cashier of the 
Fulton Branch of the Church Hill Bank 
of Richmond. Mr. Moore has been with 
the First National Bank for a number 
of years, having worked himself up to 
his present official position. 


—A deep-water canal from Richmond 
to West Point, or a double-track elec- 
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The American National Bank 


Capital. . cm 
Surplus and Undivided 
Total Resources over. . . 


J. W. SEFTON, Jr., President 
c. L. WILLIAMS, 1st Vice-Pres. L. J. RICE, Cashier 
I. ISAAC IRWIN, 2nd V-Pres. T.C. HAMMOND, Asst. Cash. 


A new building, the best-equipment, an able and experi- 

enced staff of officers and emploves—these are some of the 

things that enable us togive excellent service to customers 
and correspondents. We are thoroughly familiar with invest- 
ment opportunities in this prosperous region and cordially in- 
vite correspondence in regard to them 


SAN DIEGO, CAL. 

o 0 © © 2 © + «6$200,000.00 
Profits . . . 165,000.00 
2,300,000.00 








tric line equipped with the latest meth- 
ods of handling heavy freight trains, is 
a problem now being considered by 
financiers of Richmond, and the prop- 
osition has gone so far that a bill has 
been introduced in the General Assem- 
bly providing that Richmond should ac- 
quire, by purchase or otherwise, a strip 
of land 300 feet wide, from Richmond 
to West Point and 500 acres of land at 
or near West Point, fronting on the 
York River, for terminal purposes. 

The idea of securing the strip of land 
between Richmond and West Point is 
in line with that adopted by Los An- 
geles, Cal., in acquiring a strip of land 
to San Pedro, thus giving the inland 
city an ocean harbor and all the advan- 
tages which would naturally go with 
such an addition. The distance from 
Los Angeles to San Pedro is about 
thirty miles, while West Point is thirty- 
five miles from Richmond. 

It is admitted by those who are be- 
hind the scheme that the project is in 
the embryo stage, at the same time it is 
conceded that it is one of the largest 
propositions that the commercial peo- 
ple of Richmond have ever considered 
and will be the greatest financial enter- 
prise ever undertaken in the history of 
the city. 

Richmond, as the home of the Federal 
Reserve Bank of the Fifth Reserve 
District, has acquired a national prom- 
inence in the financial world and if the 
deep-water port is added to its railroad 
transportation facilities, this city should 
prove to be one of the commercial cities 


of the South, if not of the entire coun- 
try. 

West Point has a sufficient depth of 
water to accommodate the largest ocean 
steamer, and the harbor is large enough 
to accommodate any number of vessels 
that might seek to do business there. 
The port also has the advantage of be- 
ing open all the year, as the water never 
freezes and is not affected by the tides 
or a freshet. 

The addition of a deep-water harbor 
would immeasurably increase the growth 
and importance of Richmond, and with 
such an addition to its commercial ad- 
vantages would make this city as im- 
portant a factor in foreign trade devel- 
opment as it now is in the development 
of the financial interests of the South. 

In addition to the proposed plan to 
extend the corporate limits of this city 
to and probably include West Point, 
there is another important project now 
being carried out by the financial and 
business interests of Richmond, which 
is the building of a railroad from Ur- 
banna, on the Rappahannock River to 
West Point. This will open up the rich 
and fertile peninsular valley, to the com- 
mercial advantage of Richmond, and 
add much to the business interests of the 
city. 


—Bankers in Richmond and Virginia 
are heartily in favor of a bill introduced 
in the Legislature providing for a min- 
imum charge of fifty cents for handling 
small negotiable notes. The argument 
of the bankers in favor of this minimum 
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charge, is, that it is just as much trouble 
to handle a note for $10 for thirty days 
as it is to handle a note for $1,000 for 
three months. 

Unless the banks are allowed to make 
a small minimum charge for the han- 
dling of these small notes, they will re- 
fuse to discount them altogether and the 
borrower will be forced to go to the loan 
shark and pay a great deal more. 

As an illustration of how much ac- 
commodation is granted by the banks on 
these small notes, one bank reported 
that more than 4,000 notes, on which the 
minimum fifty-cent charge was made, 
were handled last year. It will thus be 
seen to what an extent the demand is 
made for accommodation on small notes. 
It is understood that all the banks in 
the city handle a large number of small 
notes and these will be discontinued un- 
less the law allows a minimum charge. 
The opinion prevails that the law will 
be passed by the present General As- 


sembly. 
& 


—The Second National Bank of 
Parkersburg, W. Va., is now located in 
its handsome new home at the southwest 
corner of Seventh and Market streets. 
The building is two stories, the second 
floor being given over to offices. 


—The American Bank and Trust 
Company of Savannah, Ga., is now lo- 
cated in its new home at Drayton and 
Bay streets. Construction of a suitable 
home had been contemplated for some 
time, and the building just completed 
represents the realization of this plan. 
The site was cleared for its erection in 
May of last year. The new building is 
in every respect admirably adapted to 
banking purposes. Its interior arrange- 
ment approaches the ideal, and_ the 
structure is handsome and commodious. 


—Comptroller of the Currency Wil- 
liams has announced the appointment of 
JK. Doughton of North Carolina, na- 
tional bank examiner, to the position of 
chief national bank examiner for the 
Sixth Federal Reserve District, with 
headquarters at Atlanta, Ga. 














Planters National Bank 


RICHMOND, VIRGINIA 


Capital - - $300,000 
Surplus & Profits $1,664,000 
Total Resources $8,000,000 


RICHARD H. SMITH 
President 
J. J. MONTAGUE 


Vice-President 
R. LATIMER GORDON 
Vice-President 
CONWAY H. GORDON 
Cashier 
D. V. MORTON 
Assistant Cashier 


WARRAN M. GODDARD 


Assistant Cashier 
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Ask Your Stationer for 


: Bankers Linen Bankers Linen Bond 


Made in Flat Papers, Typewriter Papers and Envelopes 


They are fully appreciated by the discriminating banker desiring high grade, 
serviceable paper for correspondence and typewriter purposes 


F. W. ANDERSON & COMPANY 


34 Beekman Street, New York 














ing held in Washington a short time 
since. He is one of the prominent cit- 
izens and bankers of the South, and has 
shown practical interest in commercial 
matters affecting both his own section 
and the entire country. 


—An important recognition was re- 
cently made of the public services of 
Hon. R. G. Rhett, president of the Peo- 


—It is now assured that the Morris 
plan of industrial loans and investments 
is to be put in operation in Chattanooga, 
through the organization of a local com- 
pany with an initial capital of $50,000. 
The proposition has the backing of 
prominent citizens and stock is now be- 
ing rapidly subscribed. 

The following well-known business 
men have agreed to serve on the board 
of directors if elected by the stockhold- 
ers: Charles A. Lyerly, Z. C. Patten, 
Jr., John Stagmaier, T. R. Preston, E. 
M. Williams, W. A. Sadd, Gaston C. 
Raoul, Edward Davidson, J. Read 
Voigt, D. A. Shumacker, F. L. Under- 
wood. Subject to confirmation by the 
board of directors, it is proposed that 
Gaston C. Raoul serve as president and 
John Stagmaier and Z. C. Patten, Jr., as 
vice-presidents. The selection of a 
manager who will probably hold the of- 
fice of secretary and treasurer will be 
left to the board of directors and the ex- 
ecutive officers. 





R. G. Ruerr 


PRESIDENT PEOPLE'S NATIONAL BANK, CHARLES- 
TON, FOR EIGHT YEARS MAYOR OF CHARLES- 
TON, AND RECENTLY ELECTED PRESI- 

DENT OF THE CHAMBER OF COM- 
MERCE OF THE UNITED STATES & 


Texas 


—The Wharton National Bank of 
Wharton, Texas, closed by order of 


ple’s National Bank of Charleston, S. C. 
Mr. Rhett, who served for eight years 
as mayor of Charleston, was made pres- 





ident of the Chamber of Commerce of 
the United States at the annual meet- 
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the Comptroller of Currency several 
months ago, has reopened and incorpo- 
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THROUGH THE FacIiitigs OF 


1 The Live Stock Exchange National Bank 


NM 


| | The Chicago Cattle Loan Company 


Bankers interested in financing the development of the live 
stock industry or in the purchase of high grade, self liqui- 
dating paper, are assured prompt and satisfactory service. 
Correspondence invited. 


Address: UNION STOCK YARDS 


CHICAGO, ILLINOIS 
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rated with a capital stock of $30,000 
and and surplus $3,000. 

The new board of directors are: A. A. 
Mullins, Tom Brooks, E. Hawes, Sr., 
Donald Duncan, M. S. Floyd, T. Gor- 
don, G. A. Harrison, George H. Worth- 
ington, J. A. Robertson, Galveston; H. 
J. Schley and R. B. Huston. The of- 
ficers are: A. A. Mullins, president; 
Tom Brooks, first vice-president; E. 
Hawes, Sr., second vice-president; R. J. 
Wright, cashier. 

The total amount of assets is given at 
$368,541.26, with $264,789.88 in actual 
cash in the vault. 


& 





WESTERN STATES 
Chicago 


PERSPECTIVE FOR THE NEW BUILDING FOR THE 
PEOPLES BANK AT HARRISONBURG, VA. 


Work will be started shortly. An up-to-date banking 
pt io hall iat'lan mas of the tonemte ereuaying the —The National Bank of the Republic 
fica aes above the bank. tT tece brick the effect of Chicago has issued another pamphlet 
t., shih will be handsome in every respect. Thearchi- OF the series entitled “The Wealth of 
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Middle West. 





A Strong Bond Department 


Primarily organized for the selection 
of our own investments, our Bond De- 
partment is equipped to serve in all 
matters connected with the purchase, 
sale or investigation of high-grade se- 


It has special facilities for handling 
Municipal and Drainage Bonds of the 


Its files of data on these and other issues are exhaustive 
and are daily revised from a wide range of sources. 


The Department invites correspondence and will be glad 
to answer inquiries or serve in an advisory capacity. 


Mississippi Valley Trust Co. 


ST. LOUIS 


Capital, Surplus and Undivided Profits over $8,000,000.00 























America.” The present pamphlet takes 
up the special topic of cereals. 


—Greenebaum Sons Bank and Trust 
Company of Chicago has been admitted 
to membership in the Chicago Clearing- 
House Association. 


—E. P. Ripley, president of the 
Atchison, Topeka and Santa Fe Rail- 
road Company, has been elected to the 
directorate of the Chicago Title and 
Trust Company to fill the vacancy 
caused by the death of Marvin A. Farr. 


& 


Louis 
[By a Special Correspondent} 


—Since the deposits of the National 
Bank of Commerce are now considera- 
bly above $50,000,000, the ‘Fifty 
Million Dollar Club” which that bank 
had organized among its staff has been 
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dissolved, or rather merged into thie 
“Sixty Million Dollar Club.” It is in- 
tended to push along steadily until the 
bank has sixty millions of deposits, 
when a new mark will doubtless be set. 

Deposits are now around $51,000, 
000, representing an increase of $10, 
000,000 since last November. At the 
present rate of growth it is expected 
that the bank will soon reach a point of 
primacy among the banks west of th 
Mississippi River. 


—Several changes in the official staff 
of the Mississippi Valley Trust Com- 
pany were made at the regular board 
meeting on February 9. 

This was the first meeting of the com- 
pany’s board following the annual 
stockholders’ meeting, at which William 


Bagnell, Eugene H. Benoist, David R. 
Francis, Fred. C. Orthwein, J. Shep- 


pard Smith, R. H. Stockton and Louis 
Werner were re-elected directors for 
three-year terms. 

Among the officers 


elected at the 
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' Surplus, $2,500,000 
I A STRONG BANK WITH THE 
FRANK O. HICKS. . . Vice-President 
JACKSON JOHNSON  . Vice-President 
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MISSISSIPPI VALLEY TRUST CO,, ST. LOUIS 

















59 Years of Con- 
servative Banking 
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-American 
National Bank 


of St. Louis 


Capital, $2,000,000 


Resources, $40,000,000 


EQUIPMENT, THE FEXPERIENCE AND 
THE STRENwTH 10 GIVE THE BEST SERVICE 


ACCOUNTS INVITED 
WALKER HILL, President 


JOSEPHS CALFEE..... Cashier 
CHARLES L. ALLEN . . Asst. Cashier 
JAMES R. LEAVELL. . Asst. Cashier 
Asst. Cashier 














board meeting were three new vice- 
presidents. They are Wm. M. Fitch, 
farm loan officer of the company, who 
becomes vice-president and farm loan 
officer, R. F. McNally and Charles F. 
Herb. 

Mr. McNally, formerly cashier of the 
Citizens National Bank of Chillicothe, 
Mo., came to St. Louis a short time since 
to take charge of the country bank de- 
partment. 

Mr. Herb has been with the Missis- 
sippi Valley Trust Company since 1899 
and in becoming a vice-president resigns 
an assistant secretaryship which he has 
held since February, 1915. 

Hord Hardin, formerly private sec- 
retary to the chairman of the board and 
president, becomes assistant executive 
officer, a position which has not been 
filled since the late Henry Semple Ames 
resigned it to accept a vice-presidency 
in 1910. Mr. Hardin is the author of 
“Banking Laws of Missouri, Annota- 


ted,” which appeared in May of last 
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year. He has been with the company 
since 1903. 

John R. Longmire was promoted from 
assistant bond officer to bond officer, a 
position which has been held open since 





R. BF. McNairy 
VICE-PRESIDENT MISSISSIPPI VALLEY TRUST CO... 
ST. LOUIS 


1914. He has been wich the company 
since 1908. 

Thomas J. Kavanaugh, manager of 
the company’s credit department since 
1913, was made an officer. He will con- 
tinue to discharge his present duties. 

The office of assistant counsel of the 
company was assigned to A. H. Roude- 
bush. This will be in addition to his 
position of assistant trust officer, which 
he has held since October 1, 1915. Mr. 
Roudebush is a member of the school 
board of St. Louis and a former asso- 
ciate city counselor. 

The assistant secretaryship vacated 
by Charles F. Herb’s election to a vice- 
presidency was filled by Edward A. 
Haight, who has been chief clerk of the 


company’s financial department during 


the past year and has served it in va- 
rious capacities since 1901. 

All other officers were re-elected and 
the company’s official roster for the com- 
ing year was confirmed as follows: 

Julius S. Walsh, chairman of the 
board; Breckinridge Jones, president 
and counsel; John D. Davis, vice-presi- 
dent; W. G. Lackey, vice-president; 
Frederick Vierling, vice-president and 
trust officer; J. Sheppard Smith, vice- 
president; William M. Fitch, vice-pres- 
ident and farm loan officer; R. F. Me- 
Nally, vice-president ; Charles F. Herb, 
vice-president; James E. Brock; secre- 
tary; John R. Longmire, bond officer; 
George Kingsland, real estate officer; 





Cuarves F. Hers 


VICE-PRESIDENT MISSISSIPV?I VALLEY TRUST CO.. 
ST. LOUIS 


Frank C. Ball, safe deposit officer; 
Thomas J. Kavanaugh, manager credit 
department; Hord Hardin, assistant ex- 
ecutive officer; Henry C. Ibbotson, as- 
sistant secretary; C. H. Turner, Jr., 
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AN AMERICAN BANK- 
ING SYSTEM 


S the Federal Reserve 

system adapted to the 
needs of this country? The 
Hon. Charles N. Fowler 
thinks not, and in a new 
book which is now being is- 
sued by the Bankers Pub- 
lishing Company, he not 
only challenges its sound- 
ness but proposes in its 
place what he terms an 
“American Banking Sys- 
tem.” This system is based 
upon the world’s experience 
in banking and with a mech- 
anism developed out of the 
American clearing house. 
Mr. Fowler was formerly 
Chairman of the Banking 
and Currency Committee of 
the House of Representa- 
tives, and as one of the 
country’s leading authorities 
on banking and money is ad- 
mirably fitted to be the au- 
thor of a book of this na- 
ture. 

Many bankers are giving 
serious thought to the Fed- 
eral Reserve System. They 
see that it has utterly failed 
in unifying the banks of the 
country by attracting state 
banks and trust companies 
to its membership, and they 
are beginning to inquire 
whether after all this is the 
measure really suited to the 
country’s needs. 

Mr. Fowler gives strong 
evidence to prove that the 
system he proposes would be 
more serviceable to the peo- 
ple and therefore more 
profitable to the banks than 
the Federal Reserve System; 
that it is superior to the lat- 


ter in point of safety, econ- 
omy and adaptability to our 
needs. 

| He states that if the Fed- 
‘eral Reserve System is 
| wrong, it ought immediately 
| to be replaced by something 
_ better; on the other hand if 
\it is right, discussion will 
jonly serve to establish it 
more firmly in public confi- 
| dence. 

| Whether you believe in the 
Federal Reserve System or 
not, you will want to read 
this broad and complete 
treatment of our banking 
problem. It will answer 
many questions which deep- 
ly concern your bank and 
those who deal with it. 


An American Banking 
System. By Charles N. 
Fowler, Former Chairman 





Committee on Banking and 
|Currency. Price, one dol- 


| lar. 


| Fo 
A BANKER’S HANDY 
SERIES 


ITHIN the next 
month The Bankers 
Publishing Company will is- 
sue the first volume of “The 
Bankers’ Handy Series.” 
Additional volumes __ will 
be published from time 
to time of uniform size 
and binding which will take 
up in a helpful and in- 
teresting way various prac- 
tical banking problems. It 
will be the aim of this se- 
ries to specialize on various 
details and departments of 
bank administration so as to 
give the reader the best 
thought on the _ special 
| subject in which he is par- 
‘ticularly interested. The 








books will all be written by 
men who have made a close 
study of the subject covered 
and will be the tested results 
of actual experience and ob- 
servation. 

This announcement is vi- 
tally significant to the busy 
banker because it means that 
hereafter when he wants in- 
formation about some detail 
or phase of his business in- 
stead of wading through a 
mass of scattered informa- 
tion, pamphlets, addresses, 
articles, etc., he can get a 
book in convenient size and 
attractive binding which is a 
careful compilation of the 
best information obtainable 
on the subject. Eventually 
this series will constitute a 
complete encyclopaedia for 
the practical banker to 
which he can refer at any 
time and which will be of 
the greatest value to him in 
his every-day work. 


& 


A NEW BOOK BY MR. 
WILLIS 


ENRY PARKER WIL- 
LIS, author of “The 
Federal Reserve” and secre- 
tary of the Federal Reserve 
Board, has written a new 


book entitled “American 
Banking.” It will be used 
as a textbook in the La 


Salle Business Administra- 
tion Course and Service. 

The experience which Mr. 
Willis has had as business 
man, financial editor, college 
teacher, and public official 
has given him unique oppor- 
tunities for studying bank- 
ing problems from every 
point of view. 
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_| JAnd, truly, this is the only 
— | way that progress has ever 

Some bankers—so it would | heen made or ever will be. 
seem—are “too proud to) The great man, and the real- 
read.” _ly progressive one, is he 
& 'who does not depend upon 


qT nein eneteie |his own views alone—who 
a 
© Pp |manifests an ever fresh cu- 


lack of knowledge and a} 
riosity in the opinions of 
confession of fallibility—an| pier oad i ake 


admission even that you! 
. .. | Stantly on the alert to adopt 
don’t know all that there is) vb atever is new and best in 


to know. the discoveries of others. 
oF | Some of the greatest men in 








history hae been mane who, 
while not possessing any 
great creative genius of their 
own, have been quick to rec- 
ognize the abilities of their 
contemporaries and_ indus- 
trious in learning from every 
one with whom they came in 
contact. 
& 


qBy our advocacy of read- 
ing we do not mean to dis- 
parage, however, the very 
real value of actual personal 
experience. ‘Reading mak- 
eth a full man,” but knowl- 
edge so acquired is of little 
worth unless he put it to the 
personal test. 


@And there are some bank- | 
ers, Just as there are some) 
business men, and some) 
teachers, and some states- | 
men, and some editors, and| 
men in every walk of life, | 
who are absolutely infalli- | 
ble; who know all that there | 
is to know, who are the per- | 
sonification of knowledge, | 
and who sit back blissfully | 
comfortable in the luxury of | 
their own self-esteem. 


& 


@ But still, what a bore life | 
must be to the man who 
knows all that there is to| 
know, to whom each new, 
day does not bring some | 
fresh idea, some new point- | 
of-view, some new plan or| 
method which some cther| 
man has discovered in the, 
perpetual romance of living 
and learning! 
























| 

@ | 
@And so those of us who do 
not know it all, who shame- | 
fully admit our imperfec- 
tion, and who vulgarly con- | 
fess to a certain curiosity in| 
the experiences of our| 
fellow-beings, do manage to! 
worry along somehow and! 


| 
| 
| 
| 














BANKING ANTHOLOGY 
IV. 


John Jones he was a faithful clerk 
As any in the bank. 

You’d always find him at his work; 
He never smoked nor drank. 


From early in the morning 
Till five o’clock at night, 

The luncheon hour scorning, 
John worked with all his might. 


Yet life to John was dull and tame 
And all his days were dreary, 

For he never learned to use his brain 
And reading made him weary. 


But at adding figures John was quite 
A lightning calculator, 

And at balancing his cash at night 
There never was a greater— 


Till once an agent came to town 
With a marvelous machine 

That added figures, up and down, 
With the swiftness of a dream. 


The Boss then called for John and said: 
(And take heed by this warning) 

“The machine will do instead of you, 
It’s quicker and more adorning.” 


The moral of this solemn tale 
The Boss’s act explains, 
“Machines were made for swiftness, 
But men were made for brains.” 
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“A Million New 
Savers in 1916” 


Bankers who want to get their share of new savings depositors in 
this Savings Banks Centennial Year, and those who want to encourage 
present depositors to redouble their thrifty efforts ought to have a copy 
of T. D. MacGregor’s big illustrated text-book of the thrift movement— 


THE BOOK OF THRIFT 


Why and How to Save and What to Do With Your Savings 


The book is based on the first three years’ series of ‘‘Talks on 
Thrift” of the savings bank section of the American Bankers Association. 


After a strong introduction calling attention to the need and 
opportunity for systematic saving on the part of the people of America 
at this time, the author develops his subject in the following twenty 
chapters: 

What Thrift Is 

The Present Need for Thrift in the United States 
Waste in America 
Preparedness—Thrift’s Best Argument 
Teaching Children to Save 

Stories of Thrift 

How to Keep Out of Debt 

Commercial and Industrial Thrift 

Home Ownership 

Savings Clubs and Associations 
Successful Saving Plans 

Women and Money 

Household Efficiency 

Thrift on the Farm 

The Earning Power of Money 

Essentials of Safe Investment 

The Get-Rich-Quick Folly 

The Safety and Service of Banks 

Little Talks on a Big Subject 
Watchwords of Progress—178 Quotations 


“Tae Book or THRIFT” contains material enough for thousands 
of advertisements on saving and investment. With this volumeat hand, 
no banker need be at a loss for strong material for use in his newspaper 
advertising space, for circulars, form letter=, street car cards, house 
organs, or for an address on a subject which is becoming of constantly 
greater interest in every community. 


350 Pages, 70 Illustrations. $1.00; By Mail $1.12 
THE BANKERS PUBLISHING COMPANY 
253 Broadway - - - - New York City 


























A Few of the Topics 
Covered in the Book 


FUNDAMENTALS OF BANKING 


—barter and mon 

—the evolution og banking 
—paper money 

—metallic money 

—trust, the basis of credit 
—bank note credit 

—limits of bank credit 
—functions of a bank 


ORGANIZING THE BANE 


—the men behind the bank 
—the charter 

—the directors 

—the president 

—the cashier 


DEPOSITS AND THE TELLERS 


—New York, the deposit center 
—competition for deposits 
—opening _s account 

—the pass 

—the veoriving teller 
—endorsements 

—the paying teller 

—his duties and responsibilities 
—teller’s mistakes 

—cashing a chec¥ 


os N J —— AND COLLEC 
TIO. 


—varieties of clearing house 

—getting ready for the caearing process 
—clearing house settlements 

—clearing house activities 

—clearing for non-members 

—the weekly report 

—collections and the messenger 

—out of town collections 

—the hinery of 4 


THE BANK AS AN ACCOUNTING 
MACHINB 


—the accounts of a bank 
—the books of record 








of 
—the bookkeeping force 
—the chief clerk 
—controlling accounts 
—the ledgers 
—the numerical transit system 


LENDING THE BANK’S MONEY 


—loans and credit 
—deposits often loans 
—applying for a loan 
—bookkeeping of the loan 
—maturity record — 





r as 
—call loans 
—warehouse loans 


CHECKS AND THEIR COLLECTION 


—the bank check in commerce 
—growth of bank checks 
—the city correspondent 
—the journey of a bank check 
—exchange charges 


EXAMINATIONS AND AUDITS 


i} of bank inati 
—examination by directors 
—what the examiner should know 
—how to make an examination 
—cash and exchanges 
unsecured loans 
—collateral loans 
—verifying the lHabilities 
—little points for the examiner 


THD ESSENTIALS IN GRANTING 
CREDIT 





—what is credit? 
—credit is ability 
—the psychology of credit 
—sranting personal credit 


—mercantile credit instruments 
—how to keep credit information 
—analyzing @ credit statement 
—commercial paper 


FOREIGN AND DOMESTIC EX- 
CHANGB 
—underlying principles 
—inetruments of foreign exchange 
—how exchange Is bought and sold 
—its place in the banking scheme 











THE PRACTICAL WORK OF A BANK 
By W. H. Kniffin, Jr. 





600 Pages. Illustrated With Charts and Diagrams 
Price, $5.00 Postpaid 











Why You Should Own This Book 


Y finding out how other banks and bankers 
have met the same problems which you are 
encountering every day you will get some 

valuable sidelights on your own business. You 
will begin to see ways of increasing the efficiency 
of your own departments—of making the work of 
your bank run smoother—of getting the most out 
of your equipment. 


Deals With Every Practical Banking 
Problem 


There isn’t a single practical banking problem 
or detail of bank administration that this book 
doesn’t take up carefully and describe in detail. 
It treats of every phase of modern banking from 
the handling of the morning’s mail to the extension 
of credit, from the duties of the messenger to the 
functions of the president. 

How Other Banks Actually Conduct Their 
Business 


And what’s more, it shows exactly how some of 
the largest banking institutions in the country 
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Says The Commercial 
and Financial Chronicle 


“It is one of the 
notable books of the 
year—no library of any 
student of banking can 
hereafter be considered 
complete without it.” 











carry on their business. It gives reproductions of 
the forms they actually use for their various ac- 
counts and actually points out how they handle 
every detail of their business. 


The Last Word 


This book is absolutely the Last Word on the 
subject. Mr. Kniffin, the author, has had a bank- 
ing experience extending over twenty-five years 
and is an acknowledged authority. But he has not 
depended upon his own knowledge and experience. 
He has in addition gone to leading bankers 
throughout the country and gotten the benefit of 
their experience in various branches of banking. 
This knowledge and experience he has added to his 
owa with the result that the “Practical Work of a 
Bank” is something more than a book. It is an 
encyclopaedia, a complete text book for the student 
of banking. 

The price of this book is $5. Fill out 
the coupon and mail to us. The book will 
be immediately sent to you all carriage 
charges prepaid on the receipt of your 
order. 





Do You Know How— 


--corporation checks should be handled? 

—the block system works? 

—to protect your bank from raided and 
forged checks? 

—to figure the reserve? 

—to understand the unit system? 

—a clearing house works? 

—to handle a collection? 

—to handle a collateral loan? 

—to figure unearned discount? 

—to handle accounts receivable as col- 
lateral? 

—to open a general ledger? 

—to keep the average balance? 

—to open an individual ledger? 

—to keep stationery and supplies? 

—the numerical transit system works? 

—the transit department of a large bank 
works? 

—to examine a bank? 

—to understand credit? 

—to analyze a borrower’s statement? 

—to figure the turn-over? 

—to keep credit information? 

—to tell the essentials of a good loan? 

—to check commercial paper? 

—to file your morning mail? 

—to tell whether an account is profita- 
ble or not? 

—to tell what it costs to handle a single 
check? 


These questions and many more you will 
find answered in the pages of the 
Practical Work of a Bank 


hat Bankers Say— 


n see that the book is full of 
practical suggestions which will be very 
useful to any one engaged in the bank- 
ing business."—James B. Forgan, pres- 
ident, First National Bank, Chicago. 

“It would be difficult to say which 
part of the book I most enjoyed, but I 
read with great interest the portion 
dealing with the transit department and 
the chapters on examination and audits. 
I also had a smile with the paying teller 
and his proverbs."—Harolad Dudley 
Greeley, C. P. A. J. Lee Nicholson & 
Co., New York. 


ress Comment 


“This is the only up-to-date book on 
general banking practice, and the first 
one of its kind to be useful to the small 
bank as well as to the departmental city 
bank.”—Journal A, B, A. 

“Mr. Kniffin’s writings on various 
phases of banking have come to be rec- 
ognized as  authoritative.”"—Chicago 


“In many respects the best yet on the 
subject of practical banking.”—. rican 
B er. 








THE BANKERS PUBLISHING CO., 
253 Broadway, New York 


Gentlemen:—Please send prepaid a 
copy of “The Practical Work of a Bank,” 
by Wm. H. Kniffin, Jr., for which we 





SIGN AND MAIL THIS COUPON 
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Some New Books of Interest to Bankers 


LAND CREDITS. A plea for 
the American Farmer. By 
Hon. Dick T. Morgan. 12mo. 
Price, $1.50. 15 cents post- 


age. 

Congressman Morgan, in _ this 
volume, discusses a _ nation-wide 
problem. Upon every page there 
is information and _ inspiration. 
While making “A Plea for the 


American Farmer,” the author has 
a message for every patriotic citi- 
zen. He is logical, forceful and 
convincing, but manifests a_ spirit 
of fairness, a sincerity of purpose, 
and a degree of earnestness which 
command and hold the attention of 
the reader. The fundamental prin- 
ciples of Land Credit are clearly 
set forth, and the controverted 
points are discussed with ability. 


AGRICULTURAL COM- 
MERCE. By Grover G. 
Huebner, Ph. D. Illustrated 
with forms, charts, maps, etc. 

Cloth. Price, $2.00. 

Postage, 16 cents. 


12mo., 


Intended as a handbook for mer- 
chants connected with the various 
exchanges, members of agricultural 
associations, and all farmers who 
wish to make a study of the best 
method of sale for their produce 
and the best way of obtaining full 
market prices; also for use as a 
text-book in schools of commerce 
and agricultural colleges. 


THE CITY. Its Finance, July, 
1914, to July, 1915, and Fu- 
ture. By H. C. Sonne. Lon- 
don. Price, $1.50 delivered. 


A review -of financial happenings 
in London since the outbreak of the 
war and a serious attempt to fore- 
cast the future of London as a 
financial centre. It affords a good 
insight into the economic problems 
of the war and is an excellent sur- 
vey of the financial measures which 
the war has necessitated. 


FOREIGN EXCHANGE 
AND FOREIGN BILLS IN 
THEORY AND IN PRAC- 
TICE. By William F. Spald- 
ing. 227 pages. Price, $2.00. 
Postage, 15 cents. 


A concise account of the effect 
of the war on the world’s money 
markets and the foreign exchanges. 
Considerable space is devoted to the 
exchanges between India, China, 
and the Far East, and the varying 
aspects of this complicated part of 
the subject are dealt with exhaust- 
ively. A lucid account of the 


tween all the important foreign 
centres. Examples freely given. 
Practical as well as theoretical. 


THE BOOK OF THRIFT. 
By T. D. MacGregor. 12mo., 
Cloth. Price, $1.12 delivered. 


For the banker who is anxious 
to promote thrift in his community 
and build up the savings depart- 
ment of his bank no better book 
could be found. Is full of sound 
advice on thrift and saving, facts 
about saving, etc., of great value to 
the banker in preparing his savings 
bank advertising, getting out book- 
lets, ete. 


HISTORY OF THE SAV- 
INGS BANK ASSOCIA- 
TION OF THh STATE OF 
NEW YORK. By Frederic 
B. Stevens, secretary of the 
association. Over 600 pages. 
$5.00 delivered. 

An authentic resume of the work 
accomplished by the Savings Bank 

Association of the State of New 


York. Mr. 


Stevens has selected 
the most 


interesting and valuable 
matter from the proceedings of 
the association. The book consti- 
tutes a compendium of the best 
thought on the savings bank idea 
and is of the greatest value and 
interest to every banker. 
INTEREST TABLES AND 
FORMULAE WITH EX- 
AMPLES AND DERIVA- 
TIONS. By John G. Holden, 
Auditor American Security 
and Trust Company, Wash- 
ington, D. C. Pocket size. 


Semi-flexible Cloth. Price, 








$1.00. Postage, 15 cents. 


Most books of interest tables cost 
$10.00 or more and are large, cum- | 
bersome volumes. This handbook 
is compiled by an expert account- 
ant to furnish to the average bank 
clerk all the necessary tables at a| 
price of only $1.00. A special fea- 
ture is a leap year table which will 
make the book especially valuable 
to banks and other institutions in 
1916. 


THE USE OF MONEY. By 


E. A. Kirkpatrick. Price, 

$1. 15 cents postage. 

This book was written for the 
benefit of parents who are hard 


pressed for ways and means of teach- 
ing their children how to save 
money and how best to spend it. 
Should a child have a regular allow- 
ance? Should he be given money 





drawing and negotiation of bills be- 








when he asks for it or only when he 





really needs it? Should he be given 
money as a reward or as a payment 
for services? Should he be allowed 
to work for money at an early age? 
These questions and many others are 
“ra by Mr. Kirkpatrick in this 
ook. 


THE TAXATION OF LAND 
VALUES. By Louis F. Post, 
Assistant Secretary of Labor. 
Price, $1. 15 cents postage. 


This book, by one of the leading 
advocates of the Single Tax in 
America, is a complete answer to the 
question: What is the Single Tax? 


THE FEDERAL RESERVE. 
By Henry Parker Willis, Sec- 
retary of the Federal Re- 
serve Board. Price, $1. Post- 
age 15 cents. 


Supplies a concise, authoritative 
study of our new banking system and 
the new “elastic” note issue from 
which the country expects so much. 
Mr. Willis discusses the theory of 
banking, supplies a background his- 
tory of American currency, and 
treats the Federal Reserve System in 
all its phases. It is a book of great 
value to every student of economics. 
An analysis of the provisions of the 
Reserve Act is given in an appendix, 
and there are two illustrative charts. 


THE CANADIAN COMMON- 
WEALTH. By Agnes C. 
Laut. Price, $1.50. 15 cents 
postage. 


A picturesque interpretation of the 
people of Canada; their character, 
ideals and temper; their problems of 
trade, labor, immigration, govern- 
ment and defense; their relations to 
England, America and Japan;_ their 
development in the past, their ex- 
pansiyn in the present, and their 
future big with opportunity. 


HISTORY OF CURRENCY 
IN THE UNITED STATES 
By A. Barton Hepburn, 
Chairman of the Board of 
Directors of the Chase Na- 
tional Bank. Price, $2.50. 15 
cents postage. 


This book gives all the essential 
facts as to currency, coinage and 
banking, as well as the indispensable 
political history connected with the 
subject. The aim of the work is to 
produce a busy man’s library, to give 
between two covers a history which 
will enable one to ascertain any fact 
in relation to this important subject 
from the period of the colonies down 
to the creation of the Federal Re 
serve Banking System. 
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PRO AND CON 


HE Federal Reserve 
System still remains 
one of our greatest contro- 
versial problems. The bank- 
er who is anxious to make a 
fair-minded study of both 
sides of this perplexing 
question will find the pros 
and cons ably stated in two 
books recently published. 
One is “The Federal Re- 
serve” by Henry Parker 
Willis, secretary of the Fed- 
eral Reserve Board, and the 
other is “An American 
Banking System” by Hon. 
Charles N. Fowler, who was 
formerly Chairman of the 
Banking and Currency Com- 
mittee of the House of Rep- 
resentatives. 

Mr. Willis is a staunch 
supporter of the Act and be- 
lieves that it will accom- 
plish a great deal to remedy 
many of the shortcomings of 
our banking system. Mr. 
Fowler, on the other hand, 
not only challenges the 
soundness of the Act but 
proposes in its place a new 
system. As Mr. Fowler 
says, if the Federal Reserve 
System is wrong, it ought 
immediately to be replaced 
by something better, and, on 
the other hand, if it is right, 
discussion will only serve to 
establish it more firmly in 
public confidence. Each book 
sells for one dollar. Copies 
can be obtained from the 
book department of the 
Bankers Publishing Com- 


pany. 
& 


GOLD PRODUCTION AND 
FUTURE PRICES. By 
Harrison H. Brace. 150 
pages, cloth bound. Price. 
$1.50, postpaid, 


Discusses the more important of 
the influences which may affect 
future average prices, the whole 
being considered with reference to 
the question of increased gold 
Production. 











“Lending by the 
Billion” by E. M. 
Patterson, Assistant 
Professor of Econ- 
omics in the Uni- 
versity of Pennsyl- 
vania, is an analysis 
of some of the problems 
confronting our economic 
life today. A clear 
comprehension of these 
problems is vital to every 
student of banking. 
“The Country Clearing 
House” — “Canadian 
Banking and Commerce 
—Annual Review” — 
“Texas Depositors’ Guar- 
anty Fund” are among 
the other features of the 
March number of the 
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Worth While Books for the Bankers’ Library 


TRUST COMPANIES, 
THEIR ORGANIZATION, 
GROWTH AND MANAGE- 
MENT. By Clay Herrick. 
Revised and enlarged. 500 
pages, bound in green cloth, 
illustrated with forms, etc. 
and carefully and completely 
indexed, Price $4.00 postpaid. 


A new edition of Mr. Herrick’s 
valuable book on trust companies, 
first published in 1909. The text 
has been thoroughly revised and 
brought up to date in every par- 
ticular, and is unquestionably the 
last word on this important sub- 
ject. In it Mr. Herrick has cov- 
ered in detail the management 
and operation of every department 
of a modern trust company and 
has interspersed his text with such 
a@ variety of tables, charts and fac 
similes as to make the book abso- 
lutely indispensable for every 
trust company officer, actual or 
prospective. The author was for 
many years connected in impor- 
tant capacities with the Cleveland 
| Co. and speaks with author- 

y. 


PRACTICAL INVESTING. 

By Franklin Escher. 175 
pages, handsomely printed 
and bound. Price, $1.50. 
Postage, 10c. 


Fills the long-felt want for a 
book which, in simple and under- 
standable language, tells all about 
securities as they are and as the 
man who goes into the market 
with money to invest will find 
them. There is nothing of the 
theoretical treatise about ‘“Prac- 
tical Investing.” It is just a 
plain, straightforward description 
of securities and the markets, 
made by a man who combines 
long practical experience in in- 
vestment matters with the ability 
to write about them clearly and 
interestingly. Mr, Escher knows 
what the investor needs to know 
and in this book he tells it. 





THE SAVINGS BANK AND 
ITS PRACTICAL WORK. 
By William H. Kniffin, Jr. 
550 pages, 190 illustrations, 
thoroughly indexed, hand- 
somely bound in red cloth. 
Price, $5.00, carriage paid. 


This book is without question 
the most exhaustive and the most 
readable treatise on savings banks 
ever written. The work of the 
savings bank is treated from the 
historical, theoretical, legal and 
practical standpoints and every 
reader is impressed with the wide 
scope and practical arrangement 
of the book. There are thirty- 
eight chapters full of ideas and 
useful information. The topical 
index is especially complete and 
valuable, greatly enhancing the 
reference value of the work. The 
only authoritative and complete 
work on the subject. 


THE ELEMENTS OF FOR- 
EIGN EXCHANGE. By 
Franklin Escher. 160 pages, 
clear large type, cloth bound. 
Price, $1.00, postpaid. 


This book answers the ques- 
tion, “Where can I get a little 
book from which I can get a clear 
idea of how foreign exchange 
works, without going too deeply 
into it?” The author combines a 
thorough practical training on the 
subject of foreign exchange with 
long experience in lecturing on 
the subject at New York Univer- 
sity. Covers the subject in such 
a@ way that a man who knows 
little or nothing about it could 
eS up the book and within a few 
ours get a clear understanding 
of the causes which affect the 
movement of foreign exchange, its 
influence on the = and secur- 
ity market, etc. Invalvable at the 
present time. 





PUSHING YOUR BUSI- 
NESS. By T. D. MacGregor. 
200 pages, cloth bound, pro- 
fusely illustrated. _ Price, 
$1.50, postpaid. 

2000 POINTS FOR FINAN- 
CIAL ADVERTISING. By 
T. D. MacGregor. 170 pages, 
cloth bound. Price, $1.75, 
postpaid. 

BANK ADVERTISING 


PLANS. By T. D. Mac- 
Gregor. 200 pages, cloth 
bound. Price, $2.50, post- 


paid. 


These books are indispensable 
for the advertising man of the 
bank. The first covers the gen- 
eral subject in an instructive and 
interesting way, with many illus- 
trations of good ads, suggestions 
and instructions, helpful and il- 
luminating. 

The second contains 2000 sug- 
gestions for the wording of bank 
and financial ads, bringing out 
vital points in a clear and con- 
cise way. 

The third covers the subject of 
advertising from still another 
standpoint, illustrating and de- 
scribing plans other than news- 
paper advertising that have suc- 
ceeded in building up important 
institutions. 

Special prices for these books in 
combination. 


THE BANKER IN LITER- 
ATURE. By Johnson Brig- 
ham. 250 pages, 17 plates, 
uniquely bound. Price, $2.00 
net. Postage, 14c. 

A book for every banker’s pri- 
vate library and for reading in 
leisure moments. An admirable 
gift book for a bank man. Tells 


what prominent bankers have 
done in the realms of literature. 
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assistant secretary; E. J. Kropp, assist- 
ant secretary; R. W. Fisher, assistant 
secretary ; Edward A. Haight, assistant 
secretary; A. H. Roudebush, assistant 
trust officer and assistant counsel; 
Jesse H. Keebaugh, assistant trust of- 
ficer; Fred A. Gissler, assistant trust 
officer; Walton W. Steele, assistant farm 
loan officer. 


—QOn February 2 the Third National 
Bank announced to the newspapers in 
St. Louis that deposits had reached the 
forty-million-dollar mark, the largest 
figure ever attained by that institution. 
This is a commendable gain for the 
Third National and is just one fur- 
ther evidence of the value of new blood 
in an institution. 


—The Missouri Bankers Association 
will convene in St. Louis on Wednesday 
and Thursday, May 19 and 20. There 
will be the usual receptions and 
speeches. 


—John Serafini, for many years with 
the National Bank of Commerce in St. 
Louis, is now associated with the Boat- 
men’s Bank. On February 1 he entered 
the service of Boatmen’s to inaugurate 
a foreign department. Mr. Serafini’s 
friends at the Commerce were very sor- 
ry to see him leave, and predict a good 
measure of success for him in his new 


field. 


—Thos. H. West, has resigned as 
chairman of the board of the St. Louis 
Union Trust Co., but still retains his di- 
rectorship. N. A. McMillan succeeds 


The National Cattle Loan Company 


NATIONAL STOCK YARDS, ILLINOIS 
Capital, $200,000.00 


Sells over its endorsement loans made by responsible 
cattle men, secured by cattle inspected by our own 
representatives to banks wishing safe, short-time, 
liquid investments. 


CORRESPONDENCE INVITED 


AT THE ST. LOUIS NATIONAL STOCK YARDS 













him as chairman of the board, and John 
F. Shepley becomes president. J. Lion- 
berger Davis, formerly associate coun- 
sel, has assumed the duties of active 
vice-president. This is one of the 
strongest and most popular institutions 
in the Southwest. 


—It is understood that the organiza- 
tion of a savings department at the 
Boatmen’s Bank has been a fine suc- 
cess, and the officers are much gratified 
at the manner in which the certificate of 
deposit feature has been transferred to 
the savings department. 


—C. E. French, formerly cashier of 
the Federal Reserve Bank of St. Louis, 
has been elected a vice-president of the 
St. Louis Union Bank. 

Mr. French’s’ banking experience 
dates from 1887, when he entered the 
service of the National Bank of Rolla, 
Missouri. In 1906 he resigned the po- 
sition as cashier of this bank to become a 
national bank examiner. In 1907 he 
was elected examiner of the St. Louis 
Clearing-House Association, which po- 
sition he resigned in 1914 to become the 
first cashier of the Federal Reserve 
Bank of St. Louis. He resigned as 
chief national bank examiner for Fed- 
eral Reserve District No. 8 to accept 
the position of active vice-president of 
the St. Louis Union Bank. 


& 
Detroit 


—While on a vacation at Ormond 
Beach, Florida, George E. Lawson, 
president of the People’s State Bank of 
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Detroit, died suddenly. Mr. Lawson, 
who was fifty-four years of age at the 
time of his death, entered the People’s 
Savings Bank in 1881, and was elected 
cashier in 1890, and when that bank 
and the State Savings Bank merged 
into the People’s State Bank in 1907, 





Georce EK. Lawson 


LATE PRESIDENT OF THE PEOPLE'S STATI 
BANK OF DETROIT 


he was elected vice-president. In June 
last year, following the death of George 
H. Russel, Mr. Lawson was elected to 
succeed him as president of the bank. 

Besides being president of the Peo- 
ple’s State Bank at the time of his 
death, Mr. Lawson was a member of 
the executive council of the American 
Bankers Association, a director of the 
Union Trust Company, Security Trust 
Company and the Detroit City Gas 
Company. He was president of the 
Michigan Bankers Association in 191+. 

Mr. Lawson was one of Detroit’s best 
bankers, and he was both respected and 
loved by his associates in the bank and 
by a wide circle of friends. 


—The recommendation of Banking 
Commissioner Frank W. Merrick that 
the state banking act be amended to 
provide for a curtailment of branch 
banks in cities is regarded favorably by 
a majority of Detroit bankers who have 
used the branch bank system to good 
effect in doing away with the “stocking 
bank.” 

“It is apparent that there should be 
some form of regulation by the state 
banking department governing the es- 
tablishment of branch banks so that they 
may be wisely placed for the con- 
venience of the public and the profit of 
the parent institution,” says J. H. John- 
son, president of the Peninsular State 
Bank. 

‘For every branch established in a 
city like Detroit, at least $50,000 or 
possibly $100,000 should be added to 
the minimum capital now required, and 
that the smaller cities also have the 
same benefit along similar lines—no 
branches unless the parent bank has at 
least $100,000 capital, and then add 
$20,000 or $25,000 for each branch. 

“Such a law is now in force in Cali- 
fornia and is working splendidly. One 
similar in form is also in force in New 
York, and like moves are being consid- 
ered in other cities. 

“In the keen competition for business 
that is now prevalent, banks should not 
be permitted to do anything that would 
have the slightest tendency to jeopar- 
dize .their institution. The people of 
Michigan have every confidence in their 
banks, and we must guard the conditions 
that merit this good opinion most care- 


fully.” 


—The Highland Park State Bank of 
Detroit has been organized by James 
Couzens and James T. Whitehead, pres- 
ident and vice-president, respectively, of 
the Highland Park State Bank of 
Highland Park. A. P. Ewing will be 
vice-president and general manager of 
the new bank, which will be located in 
the Penobscot building. 


—It is reported that the Common- 
wealth Savings Bank is being organized 
and will occupy the quarters in the 
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FOR YOUR NORTHWESTERN BUSINESS 


A service resulting from over 
half a century of growth and 
experience, rendered by an 
institution whose Directors 
represent the leading industries 
of the Northwest. 


The First National Bank of Saint Paul 


RESOURCES, FIFTY-FOUR MILLION DOLLARS 

















Hammond building, formerly the home 
of the Wayne County and Home Sav- 
ings Bank, which is now established in 
its fine new building. 


& 
St. Paul 


M. R. Knauft, heretofore an as- 
sistant cashier of the Merchants Na- 
tional Bank, is now cashier of that in- 
stitution, having been elected in place 
of H. W. Parker, resigned. Mr. Knauft 
has made a valued officer of the bank, 
and his promotion is a well-deserved 
recognition of his services. The ad- 
vancement of Mr. Knauft to the cashier- 
ship left an assistant cashiership va- 
cant, which was filled by the election of 


R. W. Lindeke. 
& 


—W. B. Thompson has resigned as 
president of the Thompson Savings 
Bank of Hudson, Mich. G. I. Thomp- 
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son has been elected to succeed him and 
William R. Thompson has been elected 
a vice-president. L. P. Beal will con- 
tinue as cashier and C. C. Whitney as 
auditor. On December 31, 1915, this 
bank reported total resources of $1,208,- 
332 and total deposits of $1,038,008. 


—NMichigan state banks, according to 
a recent report of the state banking 
department, showed in their report of 
December 31, 1915, a gain of $8,290,- 
127.80 in aggregate business since the 
report of November 10, 1915. Com- 
pared with November 10, 1915, com- 
mercial loans and discounts increased 
$1,381,566.13, savings loans and dis- 
counts increased $261,873.68, commer- 
cial bonds and mortgages increased $1,- 
510,639.63, savings bonds and mort- 
gages increased $4,197,517.39; total in- 
crease in loans being $7,351,596.83. 
Commercial deposits decreased $1,825,- 
935.06 and savings deposits increased 
$10,209,990.30, making a net increase in 
deposits of $8,384,055.24. Capital 
stock increased $162,900. 
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—lIowa bankers will hold the thirtieth 
annual convention of their state asso- 
ciation at Waterloo June 20 and 21. 


—On March 1 the Farmers and 
Merchants Savings Bank will open for 
business in Ottumwa, Iowa, with a paid- 
up capital of $50,000 and a surplus of 
$5,000. The officers are as follows: E. 
N. Sterner, president; E. A. Work, vice- 
president; Henry Glenn, cashier; Al- 
bert Bluhm, assistant cashier. 


—In its statement of condition at 
the close of business January 31, 1916, 
the Commercial Savings Bank of Wash- 
ington, Iowa, showed deposits of $909,- 
445 and total resources of $1,021,574. 


—W. R. Ross, who died recently at 
Urbana, Ohio, provided in his will that 
one-third of his estate is to go to the 
Champaign National Bank, of which he 
was vice-president. He left a note ex- 
plaining this unsual bequest, saying that 
illness had prevented his giving as much 
time as he would have liked to give when 
a salaried officer, and in order to make 
up what he believed a substantial loss to 
the bank he left a part of his estate, 
which will amount to several thousand 
dollars, to the bank. 


—Officials of the Kansas National 
Bank of Wichita, Kansas, have made 
publie definite plans for the erection of 
a fine new $100,000 bank building, to be 
located on the site the bank now occu- 
pies on the northwest corner of Main 
and Douglas streets. The building is to 
he designed after Ionic Grecian lines, 
and will be built of either marble or 
granite. Work on razing the present 
structure will begin before April 1. 
During the construction of the building 
the bank will probably be located on 
the second floor of the Schweiter block. 


—Friday and Saturday, August 25 
and 26, are the dates for the next an- 
nual convention of the Montana Bankers 
Association, which will be held at Miles 
City. 
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PACIFIC STATES 
San Francisco 


—The fortieth annual meeting of the 
San Francisco Clearing-House Associa- 
tion was held Tuesday, February 8, 
1916. The annual election of officers 
took place and the manager of the 
clearing-house, Frederick H. Colburn, 
submitted an annual report. Great val- 
ues were represented by the figures in 
the report. These showed that the in- 
crease of clearings in 1915, as com- 
pared with those of 1914, was $177,- 
684,108. The total balances in 1915 
amounted to $272,984,134. The daily 
average balance for 1915 was $909,947, 
an average daily increase during 1915 
of $48,756. 

The figures in total for clearings in 
1915 and 1914 were: Total clearings for 
year 1915, $2,693,688,925; for 1914, 
$2,516,004,816; the increase amounting 
to 7.062 per cent. 

The report also contained the follow- 
ing interesting figures: 

“The yearly total and daily average 
as given both establish new high records 
in the history of the San Francisco 
Clearing-House as do also the following 
records made during the year 1915”: 

Clearings for one week, $66,927,- 
730.80; for one month, $260,941 ,563,37 ; 
for three months, $766,699,394.69; for 
six months, $1,442,992,323.90. The 
daily average of clearings was $8,978,- 
963.06. Total balances in 1915 were 
10.134 per cent. of the clearings and 
amounted to $272,984,134.49. Balances 
were paid in U. S. gold coin, 50.32 per 
cent., $137,384,134.49; in U. S. Treas- 
ury gold certificates, 49.68 per cent., 
$135,600,000. The average daily bal- 
ance for 1915 was $909,947.11- for 
1914, $861,190.61; an average daily in- 
crease during 1915 of $48,756.50. 

The clearing-house resumed the use of 
U. S. Treasury gold certificates in set- 
tlement of balances on August 19, 1899, 
since which date, a little more than six- 
teen and a third years, the balances 
have aggregated $3,365,483,968.88, be- 
ing 35.216 per cent. paid in gold coin, 
$1,185,176,968.88, and 64.784 per cent. 
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PEN AND INK SKETCH OF THE NEW HOME OF THE FIRST NAItIONAL BANK OF PORTLAND, 
OREGON, AS IT WILL APPEAR WHEN COMPLETED 





being paid in U. S. Treasury gold cer- 
tificates and clearing-house loan certifi- 
cates, $2,180,307,000. 

A very interesting tabulation showed 
that the total clearings for thirty-nine 
years amounted to $48,297,809,728.34 
and the balances for the same period 
were $6,012,675,306.64. 

Manager Colburn, in his report, paid 
a tribute to the memory of the former 
manager, Charles Sleeper, who served 
more than thirty-eight years, saying 
that “his amiability, fidelity and unvary- 
ing courtesy endeared him to all.” The 
members of the San Francisco Clearing- 
house Association are now as follows: 
The Bank of California, N. A.; the 
Bank of British North America; the 
Donohoe-Kelly Banking Co.; the First 
National Bank; Wells, Fargo Nevada 
National Bank; Anglo and London- 
Paris National Bank; the Crocker Na- 
tional Bank, the American National 
Bank, the Mercantile National Bank, 


the Canadian Bank of Commerce, Inter- 
national Banking Corporation, Italian- 
American Bank, the Merchants Nation 
al Bank, the Bank of Italy, the Sea- 
board National Bank, Federal Reserve 
Bank of San Francisco, the Assistant 
Treasurer of the United States. 

The following officers were elected 
for the year 1916: 

President, James K. Lynch; vice 
president, James J. Fagan; secretary, 
D. B. Fuller. Clearing-house commit- 
tee: F. L. Lipman, C. K. McIntosh, Dr. 
Washington Dodge, John D. McKee; 
secretary of committee, C. K. McIntosh; 
(the president or vice-president being 
ex-officio chairman of the clearing 
house committee): manager, Frederick 
H. Colburn; assistant manager, Thomas 
P. Burns. 


—*‘Pacific Coast export trade,” says 
the American National Bank of San 
Francisco in a recent trade letter, “is 
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still suffering from lack of transporta- 
tion facilities with no immediate relief 
in sight. It is estimated there are over 
one hundred thousand tons of merchan- 
dise awaiting shipment from San Fran- 
cisco, Portland and Seattle to the 
Orient. Charter rates have advanced 
to heretofore unheard-of figures, and 
vessels of all sizes and every degree of 
serviceability are daily changing hands 
at steadily advancing prices. Normal 
freight rates from San Francisco to 
Kobe range from $5. to $10 per ton 
against $30 now offered, and $35 
asked, while time charters have ad- 
vanced from four shippings per ton on 
vessels D/W to twenty-five shillings 
for twelve months’ charters. A special 
trip time-charter of a boat of nine thou- 
sand tons, carrying the American flag, 
is reported at $3,000 per day, which is 
nearly double the twenty-five shilling 
rate, at present quotations for sterling 
exchange.” 


& 
Spokane 


—After two years’ service as receiver 
of the Washington Mill Co., the Union 
Trust and Savings Bank has just re- 
ceived its discharge from the court. At 
the time of its appointment, November 
26, 1913, it was feared the business 
would have to be discontinued and the 
assets liquidated. On petition of the 
receiver, however, permission from the 
court was secured to continue the plant 
temporarily, and even under the ad- 
verse conditions then existing the mill 
was maintained in operation, not only 
without loss but with some profit. This 
unexpected showing prompted the cred- 
itors to make plans for a reorganiza- 
tion, and which have now been con- 
summated. 

Shortly after the appointment of the 
receiver, the segregation of the Wash- 
ington Mill Co. and its subsidiary, the 
Spokane Lumber Co., was _ brought 
about, and through the efforts of the 
bank, both are now going concerns. 

In commenting upon the matter, this 
statement is made by W. J. Kommers, 
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vice-president and trust officer of the 
bank, who represented it during the re- 
ceivership: “This receivership has 
been a striking example of what a mod- 
ern corporate trustee, aided by a body 
of directors experienced and _ success- 
ful in their respective business activi- 
ties, can do when concentrated upon 
a difficult financial problem. Here was 
an institution with upwards of a mil- 
lion dollars in liabilities and facing the 
prospect of a liquidation that it was 
estimated would not yield to exceed 15 
cents on the dollar. The Union Trust 
and Savings Bank, through the co-op- 
eration of its executive board—several 
members of which are experienced lum- 
bermen—ordered a change of policy in 
milling and marketing and for twenty- 
two months continued the plant in op- 
eration with results as above stated.” 

Some idea of the magnitude of the 
undertaking may be gained from the 
fact that the receiver’s inventory, when 
compiled, consisted of two bound vol- 
umes of 400 pages each—in all, 800 
closely typewritten pages—the most 
voluminous document ever filed for rec- 
ord in Spokane county. 

Another unusual feature in connec- 
tion with this receivership is the fact 
that the bank allowed the creditors. in 
committee, to fix the fee—a circum- 
stance not previously heard of in indi- 
vidual receivership and one that re- 
flects the mutual confidence existing be- 
tween creditors and receiver. 

The Washington Mill Co. has been 
reincorporated, under the name of West- 
ern Pine Manufacturing Co., with a 
capital of $600,000. Its officers are: 
C. M. Crego, president; J. F. Sexton, 
vice-president, and L. G. Carr, secre- 
tary and treasurer. The trustees are: 
J. F. Sexton, J. P. MeGoldrick, A. L. 
Paine of Tacoma, M. A. Phelps and C. 
M. Crego. 

The new company is continuing along 
the same lines of activity as the Wash- 
ington Mill Co., manufacturing doors, 
windows, moldings, frames, boxes and 
finished lumber, employing on the av- 
erage 150 men. 


Los Angeles 


—To establish data for the centen- 
nial year of savings banks in the United 
States, the Los Angeles Chamber of 
Commerce canvassed the twenty-eight 
banks of the city carrying savings ac- 
counts, with the following results: 

Number of accounts, 253,876; aver- 
age amount of each account, $529.21; 
total savings, $100,531,380.04. The 
chamber estimates the population at 
550,000, which indicates the savings ac- 
counts represent nearly half the popula- 
tion. 

The postal savings, building and loan 
associations and similar institutions of 
thrift were not included in the canvass. 

The average savings in the four lead- 
ing states are: Massachusetts, $243; 
California, $190; New York, $109; 
Pennsylvania, $81. 





Sropparp Jess 


PRESIDENT FIRST NATIONAL BANK OF LOS 
ANGELES 


—At a recent meeting of the board 
of directors of the First National Bank, 
of Los Angeles, Stoddard Jess was 
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elected president to succeed J. M. El- 
liott. who, after twenty-four years of 
service as chief executive of the bank, 
declined re-election. Mr. Jess was suc- 
ceeded as first vice-president by E. D. 
Roberts. E. S. Pauly, assistant cash- 
ier, was elected a vice-president and 
James Forsythe was appointed mana- 
ger of the foreign department. 

Mr. Jess is an ex-president of the 
Los Angeles Clearing-house Associa- 
tion and a member of the executive 
council of the American Bankers’ As- 
sociation. 

He is one of the most prominent and 
popular bankers on the Pacific coast. 


& 


—The old San Joaquin Valley Bank 
of Stockton, Cal., which was organized 
in 1868, has been reorganized as a na- 
tional bank with a capital of $500,000, 
and a surplus of $50,000. The savings 
department of this bank will be con- 
ducted as heretofore under the state 
laws. It will have a capital of $250,000 
and a surplus of $25,000. The follow- 
ing are the officers of the new institu- 
tion: 

R. B. Teefy, president San Joaquin 
Valley National Bank; Dr. J. D. 
Young, president San Joaquin Valley 
Bank (savings department) ; L. J. Wag- 
ner, C. A. Belli, vice-presidents; F. W. 
Wurster. cashier; J. C. Keys, J. S. 
Reilly and L. J. Rossi, assistant cash- 


iers., 


Salt Lake City 


-In Utah the rule seems to be among 
the national banks, not to make the 
changes necessary under the Clayton 
\ct until October next. The names of 
many of the directors elected in the 
January stockholders meetings there- 
fore, continue to appear on_ several 
boards. 

Among the directors now serving on 
two or more national institutions which 
will be affected, are the following: M. 
S. Browning of Ogden is on both the 
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OFFICERS: 


W. 8S. McCornick, 
President 
Anthon H. Lund, 
Vice-President 
Geo. Albert Smith, 
Vice-President 
F. M. Michelsen, 
Cashier 


Facilities for thorough 
Banking service. 
Expeditious and intelli- 
gent handling of collec- 
tions throughout this in- 
ter-mountain country. 


27 Years Old 


boards of the Deseret National Bank of 
this city and the First National Bank 
of Ogden. C. W. Nibley and H. G. 
Whitney are directors in both the Utah 
State National and the Deseret Na- 
tional. Senator Reed Smoot is a direc- 
tor on two boards, the Deseret Nation- 
al, and the National City of Salt Lake. 
President John C. Cutler of the Des- 
eret National is also on the board of 
the First National Bank of Murray. W. 
W. Riter is also on several national 
bank boards. President Joseph F. 
Smith, Anthon H. Lund, Heber J. 
Grant, John F. Bennett and Colonel T. 
G. Webber are on the Utah State Na- 
tional, and the Zion’s Savings Bank and 
Trust Co. boards. Edgar S. Hills of 
the Deseret National board is also on 
that of the First National of Murray. 


—John C. Cutler, president of the 
Deseret National Bank, believes that 
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the local application of the Clayton law 
with regard to interlocking directorates 
will injure the country banks. In an 
interview in the Salt Lake City News 
he said in part: 

“In the east where one man may be 
a director in several great banks, such a 
law may do; but it will operate in this 
part of the country, if not repealed or 
amended, to the detriment of banking 
interests. There are banks in_ this 
city, which helped to start country 
banks, and it is to the benefit of these 
country banks to have banking men at 
the central city of the state, especially 
in Utah, on their boards of directors, 
for several reasons. In the first place 
such directors can run over the names 
of all borrowers, at the monthly meet- 
ings, and advise as to the advisability 
of extending credits to men who may 
be borrowing too extensively. 

“Then again, the country bankers 
get the benefit of the city bankers’ ex- 
perience—a great benefit, when you 
come to think of it; there are other rea- 
sons that might be given. Our bank 
has over the five million limit; conse- 
quently, any of its officers or directors 
who may hold official positions with na- 
tional banks in the country must resign 
from one or the other unless the law is 
changed. In my opinion it ought to be 
changed, so that no good man who is 
serving on the directorate or roster of 
officials of a Salt Lake bank, would be 
obliged to resign from country bank con- 
nections, and that bank thus lose the 
benefit of his experience.” 


a 
CANADIAN 


—Bank clearings in the Dominion for 
the month of January totaled $742,- 
900.159. This is with one exception, 
January, 1913, the largest total record- 
ed for the month. 

“Tnasmuch as business in Canada dur- 
ing the initial month of 1916 was af- 
fected by conditions incident to the post- 
holiday lull,” says Bradstreet’s, “it is 
not astonishing to find that clearings for 


January fell below the record payments 
made in December.” After pointing out 
that the total had been exceeded in only 
one January, Bradstreet’s continues: 
“While this showing of $742,900,159 re- 
flects a drop of twenty per cent. from 
December, it nevertheless displays a 
gain of thirty-one per cent. over Janua- 
ry, 1915, and of 6.4 per cent. over that 
month in 1914, but comparison with 
1913 discloses a drop of 5.9 per cent. 
The total just given is larger than that 
reported for any month in 1914, and 
in only three months of 1915 was it ex- 
ceeded. Montreal, Toronto and Winni- 
peg report increases of thirty-eight per 
cent, thirty-two per cent. and forty-two 
per cent., respectively. Victoria and 
Vancouver, Edmonton, London and 
Saskatoon exhibit decreases from Jan- 
uary, 1915. 

“This table shows Canadian bank 
clearings month by month since 1913 
(three figures omitted) : 


1916. 1915. 1914. 
January .... $742,900 $566,706 $697,728 
February ... 487,296 596,837 
567,575 632,000 
575,941 671,705 
570,769 701,353 
699,179 
1 0 752,046 
August ..... 556,005 571.055 
September .. 575, 620,851 
October .... 85. 712,723 
November .. 981,25 643,476 
December .. 934,907 610,434 


—During January, according to 
Houston’s Bank Directory, sixteen 
branches of the Canadian chartered 
banks were opened and fourteen closed. 
The Banque Provinciale opened nine. 
seven of these being in the Province of 
Quebec and two in’ Ontario. The 
Hochelaga and the Nationale opened 
two each, all of these also being situated 
in Quebec. The Merchants opened one 
in Alberta, Royal one in New Bruns- 
wick, and the Commerce one in Ontario. 
Of the fourteen branches closed, four 
were by the Nationale, in the Province 
of Quebec, Provinciale three in Que- 
bec, Union two in British Colum- 
bia, Imperial two, one in British Colum- 
bia and one in Ontario, Hamilton one in 
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Saskatchewan, Royal one in Ontario 
and Toronto one in Saskatchewan. The 
table following indicates the branches 
opened and closed: 


OPENED 


*Issoudun, Que., Banque Provinciale du 
Canada. 

*Ham Nord, Que., Banque Provinciale du 
Canada. 

*Mascouche, Que., Banque Provinciale du 
Canada. 

Ponoka, Alta., Merchants Bank of Canada. 

Richibucto, N. B., Royal Bank of Canada. 

Richmond, Que., Banque d’Hochelaga. 

*Stony Point, Ont., Banque Provinciale du 
Canada. 

*St. Adelphe de Champlain, 
Banque Nationale. 

*St. Epiphanie, Que. La Banque Na- 
tionale. 

*St. Felix de Que., 
d’Hochelaga. 

*St. Francois du Lac, Que., Banque Pro- 
vinciale du Canada. 

*St. Marguerite, Que., Banque Provinciale 
du Canada. 

*St. Placide, Que., Banque Provinciale du 
Canada. 

*St. Roch L’Achigan, Que., Banque Pro- 
vinciale du Canada. 

Timmins, Ont., Canadian Bank of Com- 
merce. 

*Wendover, Ont., Banque Provinciale du 
Canada. 


Que., La 


Kingsey, Banque 


CLOSED 


Enderby, B. C., Union Bank of Canada. 

Grenfell, Sask., Bank of Hamilton. 

*Hebertville, Que., Banque Provinciale du 
Canada, 

Hebertville Station, Que., 
vinciale du Canada. 

*+Riviere a Pierre, Que., La Banque No- 
tionale. 

*St. Aubert, Que., La Banque Nationale. 

*St. Gedeon, Que., Banque Provinciale du 
Canada. 

*St. Louise, Que., La Banque Nationale. 

*St. Valier, Que., La Banque Nationale. 

Toronto, Ont., Dundas St. Royal Bank of 
Canada. 

*Vancouver, B. C., City Heights, Union 
Bank of Canada. 

*Victoria, B. C., Douglas St., Imperial 
Bank of Canada. 

*Welland, Ont., West Side, Imperial Bank 
of Canada. 

*Woodrow, Sask., Bank of Toronto. 


*Sub-branches. 
*+Advised opened in error. 


Banque Pro- 


The number of branches in the whole 
of the Dominion in January was 3,261, 
as compared with 3,219 for the same 
month a year ago. 
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—New taxation on fourteen banks, 
which have issued reports during the 
past month or two, says the “Financial 
Post,” will amount to $1,886,642. The 
act proposed is retroactive, and will 
apply to the fiscal years of the banks 
referred to. Their capital and profits 
for the two years and the estimated tax- 
ation under the new budget is as fol- 


lows: 
1914. 
eee es 13,724,867 
86,647,449 
6,065,321 


1915. 
$12,352,823 
86,654,272 
6,065,799 


Profits ..... 

Capital 

7 per cent 
Balance of profits $7,659,546 
25 per cent. tax.. 1,914,886 
Less note tax.... 800,000 


$1,114,886 


$6,287,024 
1,571,756 
800,000 
$771,756 
The note tax is estimated on the basis 
of slightly less than one per cent. of 
the capital. This for the year would 
amount to approximately $800,000 in 
the case of the fourteen banks included 
in the above calculation. At present 
bank circulation outstanding is about 
$120,000,000, and the average for the 
year will not be very much less. One 
per cent. on this would yield a sum of 
$1,200,000, which, of course, will be 
subtracted from the tax on profits. In 
the case of the fourteen banks in ques- 
tion the additional taxation will amount 
to $1,886,642, which, though serious, is 
not at all alarming. 


Ub 


TZ 
Two A. I. B. Men Advanced 


S a result of persistent effort along 

well directed lines of study, as 
carried out by the American Institute 
of Banking, Frederick D. Whitney, ex- 
president of Rochester Chapter, A. I. 
B., and until recently with the Fidelity 
Trust Co. of that city, has been offered 
and accepted an important place on the 
staff of the bond department of the 
Guaranty Trust Co. of New York, with 
headquarters in Rochester. 

Mr. Robert D. Oliver has resigned 
his position with the Central Bank of 
Rochester to become assistant cashier 
of the State Bank of Williamson, New 
York. 
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Settlement of Clearing-House 
Balances 





HOWARD WOLFE, «assistant 

* cashier Philadelphia National 
Bank, has made the following interest- 
ing proposal for the settlement of 
clearing-house balances: 


“The plan I would propose is an 
adaptation of one already in use in sev- 
eral of the smaller clearing-houses. It 
can be described in a very few words: 
The debtor banks draw their drafts on 
a reserve agent in the nearest reserve 
or central reserve city to the order of 
the clearing-house manager. The man- 
ager sends these drafts to the deposi- 
tory bank in the reserve city and issues 
his drafts against the deposit in favor 
of the creditor banks. While the Fed- 
eral Reserve Act makes no specific pro- 
vision for a deposit by a clearing-house 
manager, consideration must be given 
to the fact that this official merely rep- 
resents an association of banks already 
—for the most part—members of the 
system. I do not hesitate to say that 
such deposits would be accepted by the 
reserve bank acting as a clearing-house 
depository. It would be necessary, or 
at least desirable, for debtor non- 
member banks to draw upon clearing- 
house or member institutions in the city 
where the reserve bank is located, al- 
though member banks would draw only 
upon the reserve bank. Since state 
banks may continue to carry reserves 
with other banks there would arise no 
question as to the soundness of the plan. 
In making settlement in the reserve 
bank cities, it may be suggested that the 
same plan is practical providing the 
non-member banks carry a clearing ac- 
count with a member bank, as indeed 
most of them do. This would enable 
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them, when debtors, to give the clearing- 
house manager funds acceptable for de- 
posit other than actual currency. 

“This, briefly, is the substance of the 
plan I wish to suggest for your consid- 
eration. It is offered in the interests of 
convenience, economy and sound bank- 
ing, and with confidence that sooner or 
later the clearing-house associations will 
adopt it or something similar. The next 
step, then, will be to make all clearing- 
house settlements by book entries on the 
ledgers of the reserve banks without the 
use of even drafts or checks. Has it 
not occurred to you that after all a 
check is only one method of passing the 
credit of A to the credit of B?, and 
that ‘float,’ that element of cost all 
bankers should seek to reduce, arises 
solely because we still use the mails to 
carry the bit of paper, the authority to 
transfer credits, from one point to an- 
other? When banks wake up to the 
fact that men’s thoughts and wishes are 
now communicated by electricity, and 
not by ox-cart, as they once were, 
drafts, as between banks, will give way 
entirely to telegraph and _ telephone 
transfers. 

“That condition is already at hand. 
Each week a clerk at Washington re- 
ceives twelve telegrams which enable 
him with a few strokes of the pen to 
adjust the settlement balances of the 
most interesting and important clearing 
of the country, that of the reserve banks 
through the gold settlement fund at 
Washington. It is time, indeed, that 
the clearing-houses of the country 
should take thought of putting their 
own settlements upon a more modern 
and uniform basis, especially since the 
way now presents itself.” 








